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CHAPI'ER I 
INTRODUCTION AliD STAT~~~~ OF PURPOSE 
The investment operations of life insurance companies are of 
vi tal importance for their financial stability and continued growth. The 
companies are active in almost every segment of the capital market, in-
cluding the markets for corporate bonds , state and local governrr~nt 
securities, obligations of the United States Government and of Federal 
Agencies, and mortgage loans on residential, commercial and farm proper-
ties . Real estate has in recent years become a large factor in the in-
vestment portfolio. With large sums of money to be invested every work-
ing day, investment offices are faced >vith the problem of putting the 
money to work to obtain a rate of return at least sufficient to meet 
interest rates guaranteed in policy reserve requirements . From a practi-
cal viewpoint , competition in insurance sales forces each company to 
obtain as high a rate of return as possible, commensurate with safety, to 
the extent that if companies earn in excess of required rates , the cost 
of insurance to the po l~oyholder may be reduced or surplus increased . 
The reduction of the cost of insurance may be through dividends to 
policyholders or reduced premiums for new buyers of insurance . 
PURPOSE 
The results of the investment operation are obtained by record-
keeping and accounting . Through the use of accounting techniques these 
results may be analyzed to show the success of investment policies. At 
year end ., yields are computed for each type of investment as well as 
total yield for all investments . The pt~pose of this study is to examine 
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the accounting practices for various types of investments and how the 
data obtained are used to evaluate the results of investment policies. 
LIMITS AND i ORK DONE BY OTHERS 
The study is limited to the relationship of accounting to in-
vestment policies. Other vital factors in investment policies , such as 
the demand for capital funds, the problem of inflation, the appraisal of 
investment risks, and matters of a similar nature are beyond the scope of 
this study. These factors have been investi ated in reat detail in many 
publications now available. The accountin techniques in the study are 
those used by most life insurance companies and are of a broad nature 
since the detail used to implement these techniques , such as forms , are 
subject to reat variations. The work done by others in this field is 
mainly limited to life insurance trade association publications. 
APPROACH 
The method of presentation is to first show t he need for and 
the general principles of investment. Since investments of life insurance 
companies are closely regulated by governmental authori~s Chapter III 
lists some of the restrictions placed on investment policies as well as 
an outline of Federal income taxation. The information contained in Chap-
ters II and III was obtained from published material. Chapters IV, V and 
VI deal with investment accounting. Some published material was used, 
along with personal interviews with people doing this type of work, in 
order to compile these chapters. Chapter VII relates the use of the in-
formation obtained through accounting to investment policies. TheAppendix 
contain~> copies of the major parts of the Annual Statement, as defined on 
page 58. Referral to the Appendix is sug ested wherever the terms 11 balance 
sheet11 , "summary of operations", and 11 exhibit11 are used in the text as 
pertaining to life insurance companies. 
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CBAPl'ER II 
THE NEED FOR Al\lD GENERAL PRINCIPLES OF INVESTMENT 
The fact that mortality increases with age indicates the 
necessity for some method of payinE; whole - of-life or long term insurance 
which does not involve an impracticably high cost in late life. Were 
this not so~ life insurance could be written on much the same basis as 
fire insurance or a number of other forms of property and casualty cover-
ages . 
LEVEL PREMIUM PlAN 
The fundamental idea of the level premium plan is that a life 
insurance company can agree to accept a level premium~ the same ee.ch 
year , provided the level premiums to be collected are equivalent; that 
is , have the same present value as that of the insurance benefits provided 
. 1 
over the whole period of the pol~cy. This plan introduces an investment 
element into the scheme of life insuro.nce which has fru.·-reaching effects 
on the operations of the company. The excess pa,r..:.wr.tts i.u the eerly years 
can.uot be spent for any purpose but must be invested at the rate of in-
terest which was assumed in calculat i ng t hem and accumulated until re-
quired in later years . If these excess payments are not so invested and 
accumulated~ the company wou.ld be unable to pay cle.iz,s w7hen actual cost 
becomes greater than the level premium. 
RESERVES 
The accumulated amount of excess payments with interest thereon 
is called the 11 r eserve11 • Like some other technical terms in the life in-
surance business , this is an unfortunate terr;t to use _, since its actual 
meaning in life insurance differs from ~he usual meaning in other con-
nections . In other business firms or corporations, a reserve may be an 
allocation of surplus -- something which is, perhaps, not absolutely 
necessary, but is held against some possible contingency or some volun-
tary purpose . The "reaerve11 in life insurance, however, is clearly some-
thing which the company must have if it is to be able to pay all claims, 
now and in the future, since it is the theoretical allocation of a por-
tion of the premiu~ received which will eventually be required to pay 
claims. It is thus a liability and must appear as such in the balance 
sheet of a life insurance company. Because of state legislation respect~ 
ing the basis for constituting this liability, it has come to be known as 
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a "legal reserve" . 
GENERAL PRINCIPLES OF INVESTMENT 
Total policy reserves of United States life insurance companies 
at the end of 1960 were 98.5 billion accounting for 82.4 per cent of 
the life companies total assets, the remaining 17.6 per cent consisting 
of surplus funds, capital of stock companies, special reserves and amounts 
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held to meet miscellaneous liabilities, including amounts already allocated 
3 for dividends to policyholders and stockholders. The safe and remunera-
tive investment of these large funds is vital to the solvency of the com-
panies. The investment operations of a life insurance company are thus 
comparable in importance and magnitude to its insurance operations. At 
the present time, the combined assets of all companies are increasing by 
about 6 billion a year. Suitable investment must be found for this large 
amount of new money as well as for the future large sums arising annually 
from the maturity or repayment by borrowers of existing investments such 
as bonds and mortgage loans . Life insurance is an unusual form of in-
surance in that it involves a commitment or assumption as to the rate of 
interest which will be earned in the future 6 since the calculation of 
both the level premium and the reserve involve an interest factor. 
SECURITY OF PRINCIP. L 
Security is the most important consideration since life in• 
surance assets are, in effect, if not in a strictly legal sense6 trust 
funds . 4 They are held against liabilities which will mature over a long 
period in the future and the company ' s ability to meet t hese liabilities 
is its primary responsibility. 
The importance of security does not mean that all assets should 
be invested in government bonds or kept in the bank in order to avoid 
practically any possibility of loss of principal. If this were done, the 
rate of interest earned would be extremely low and the cost of insurance 
to policyholders would be unnecessarily and impracticably high. Practical 
considerations require that the investments be distributed among different 
types and kinds involving varying degrees of security, partly because of 
the large sums which have to be invested and the limited outlets for in-
vestment which are available 6 and partly in order to secure a satisfactory 
interest yield in total funds . This necessary diversification of invest-
ments is, in itself, an important factor in the overall security of the 
investments. 
In the investment of very large funds , it is not to be expected 
that losses of principal can be entirely avoided. In fact, losses are 
virtually certain to occur and must be anticipated. The temporary effect 
of any loss of principal may be covered by the maintenance of an adequate 
surplus or contingency reserve. 
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YIElD 
The rate of interest obtainable on any t pe of i nvestment 
naturally depends largely on the degree of risk involved being~ in 
general, relatively low in the case of government or other 11 high-class 11 
bonds and higher for less well•secured bonds or for mortgage loans or 
stocks. here there is a greater element of risk, losses of principal 
are more likely to occur so that a great part of the interest received 
on such classes of i nvestments will be absorbed in meeting losses. 5 
Thus, to obtain the same net yield as in investments involving less 
risk of loss, a higher rate of interest must be received. 
The rate of yield with which a company is mainly concerned is 
the net yield. The gross yield reduced by investment expenses, taxes 
and net losses of principal equals the net yield. Gains and losses of 
principal are not generally taken into account in determining published 
net yields. To do so would result, in many instances, in rather marked 
fluctuations as between one year and another. For any particular year 
it is logical and more practical to consider t hat gains or losses of 
principal are added to or taken from the company's surplus or a proper 
contingency reserve and to compute t he current net yield without reference 
to t hese items. One good reason for doing this is t hat substantial gains 
or losses of principal may arise merely because certain assets, such as 
stocks, are shown in the financial statement on the basis of market value 
amounts and not because an actual gain has been realized or an actua l loss 
incurred by sale. 
The difference between gross and net yields varies considerably 
as between different types of investments. Bonds, for example, generally 
involve only a relatively low rate of expense for acquisition, super-
vision or sale. Mortgage loans, on the other hand, usually involve 
relatively high brokers commissions , or 0 finders fees", and service ex-
..., 
penses as well as legal expenses , including foreclosure costs, if any. 
Thus , the net yield on a mortgage loan may be no higher than a bond of 
good average quality, in spite of the substantial difference in the gross 
interest rate payable. 
DIVERSIFICATION 
A desirable degree of diversification means that funds will be 
distributed to some extenu {1) between the two broad general types of 
investments; namely, loans and equities; (2) among t he different cate-
gories falling under these general types; (3) with reference to geo-
graphical location; (4) with due regard to the size of individual i nvest-
menta; and (5) as to date of maturity. The main purpose of diversifica-
tion is to increase safety by spreading the risk and, at the srune time, 
obtain a satisfactory yield . 
LI~UIDITY 
For some investors , such as individuals and banks, liquidity or 
convertibility; that is , the ability to convert an investment readily and 
without material loss into cash, is an important consideration as to a 
substantial portion of the total invested funds. There are several rea-
sons why liquidity is a minor consideration in the case of life insurance 
companies. 
Normally, the cash income of a life insurance company from pre-
miums and interest greatly exceed the cash outgo for claims, surr ender 
and loan values and expenses. The disbtU·sements can be estimated in 
10 
advance with considerable accuracy. The investments are distributed as 
to maturity dates so t hat, at any time, there is a substantial volume 
nearing maturity which, in case of need, could be liquidated without 
serious loss , even under unfavorable conditions . In addition, the co~ 
panies usually maintain bank balances which are considerably in excess 
of actual requirements and usually have among their investments some 
short- term government or other very high grade short-term bonds which 
are equivalent to cash . The probability of a serious run on a company 
as a result of catastrophic losses or a sudden rash of loans and surren-
ders such as would require the liquidation of a large amount of securities 
is so small that , for all practical purposes , it is quite sufficient for 
a company to have only a relatively small percentage of its assets in 
cash and short-term bonds. 
11 
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CH.API'.ER III 
STATE REGUlATIONS GOVERNING INVESTMENT 
AND FEDERAL INC01v:TE T.AXATION 
Every state has enacted laws regulating investments by life 
. 6 insurance compan~es . The Federal government is concerned mainly with 
taxation. 
DESIP~BILITY OF LEGAL REGULATIONS 
Opinions differ ·widely as to the generel usefulness and de-
sirability of these legal regulations . This is reflected in the wide 
difference between laws of the various states. Some are broad and gen-
eral in their terms , while others seek to spell out a quite detailed set 
of restrictive regulations . 
The most carefully v~itten investment laws are not likely by 
themselves to preserve a life insurance C011'.pany from loss or even in-
solvency. They provide no adequate substitute for gooo. management and 
integrity. Such laws may, however , act as a protection against some of 
the more obvious pitfalls and provide certain minimum st~~dards for in-
vestment selection. They may also~ on the other hand, prevent a company 
from making some desirable investments and also create a false sense of 
security regarding a company 's investll'ents just because they happen to 
be me.de within the letter of the prevailing law. 
DIVERSIFICATION OF INVESTMENT RISK 
.Probably the most constructive segment of the laws are those 
regarding diversification of investment risk. There are two approaches 
to this metter . One set of regulations used in some jurisdictions governs 
the proportion of funds which ma~ be invested in a given type of asset 
and another limits the size of individual investments. However 1 the 
rules laid do1m to accomplish these purposes differ widely am021g the 
states and contain little uniformity and some inconsistencies. 
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Limitations on the proportion of assets which ma;,- be invested 
in mortgages and municipal bonds are the exception rather than the rule. 
New York1 however , limits real estate rr_ortg&ges to 40 per cent of the 
assets of a life insurance company 1 excluding from such limitations mort-
gages insured by the Federal Housing Administration or guaranteed by the 
Veterans Administration. Illinois limits investment in mur~cipal revenue 
bonds to 33 1/) per cent of assets . 
Restrictions applying to corporate bond investments are some-
what more conuncn, although still exceptional . Iowa limits investment in 
corporate bonds to 50 per cent of the reserves . Illinois limits invest-
ment in railroad, public utility, or other corporate bonds to a 1meximum 
of 33 1/3 per cent of a company' s assets in any one of these cl sses. How-
ever, several states v;hich are important from the point of of invest-
ment regulations ; i . e ., New York, New Jersey, Pennsylvania and onnecticut, 
im ose no limitations of this type . 
Investment in real estate and in stocks , particularly common 
stock, ia much more closely restricted. Real estate and comma stocks 
became permisse.ble investments in some important jurisdictions n fairly 
recent years. At the time that legal regule.tions were ·written, they were 
widely considered to be more speculative types of investments t an loans 
which were fully secured. The most usual limitation on real es ate hold-
ings acquired for investment p~rposes is to restrict them to 5 er cent 
of the company' s assets . However • New York allows up to 10 per cent of 
assets to be so invested and New Jersey permits 5 per cent in housing 
property, and 5 per cent in business property. Pennsylvania, which appears 
to be one of the most generous states in this respect , permits real estate 
investment up to the amount of surplus , plus one- fourth of r eserves . 
Massachusetts limits total real estate investment to 20 per cent of assets . 
State laws governing stock investments s how little consistency. 
New Yor k, whose laws are very important because of its requirement of 
substantial compliance by out-of-state companies doing business in New York, 
li~its common stock investments to 5 per cent of a comp any ' s assets or one-
half of surplus belonging to polic;yl-.olders , w~1ichever is less . There is 
no restriction of the amount of preferred stock a company may o~n . New 
Jersey imposes no restriction of the total amount of common or preferred 
stock a company may own. Other important states from a regulatory view-
point; i . e ., Massachusetts , Cormecticut, Pennsylvania and California, 
either i~~ose no restriction on investment i n common and preferred stock, 
or the limits which they specify are so wide as to impose no practical 
restriction. The laws of middle western states tend to be more restrict-
ive . Illinois limits common stock investments to 50 per cent of capital 
and surplus. Indiana liwits both common and preferred stock investments 
to 10 per cent of assets in each category. In Ohio, common stocks may not 
exceed 5 per cent of ass ets and preferred stock can be purchased up to the 
amount of capital and surplus . Wisconsin permits 5 per cent of assets to 
be invested in common stocks and a like amount in preferred stocks. 
LHliTAT IONS ON INDIVIDUAL INVEST:ME:t-J'TS 
Many states limit investment in a single real estate mortgage 
or in the bonds or other securities of a single corporation to 2 per cent 
of a compal1Y' s assets . However 1 in the case of bonds, the New York legal 
limit is 5 per cent of the investor ' s assets , and in New Jersey it is 
10 per cent . New York ~lso limits individual i1westment in income pro-
ducing real estate to i per cent of assets up to the fi rst $500 million, 
plus i per cent of all assets in excess of this amount. Massachusetts 
and California limit such individual real estate investment to 1 per cent 
of assets. 
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Limitations imposed on individual stock investments are quite 
COLMOn but, again, they have no uniformity. Such limits are of two general 
types : (1) those limiting the amount which may be invested in the stock 
of a single corporation; and (2) those limiting the proportion of a cor-
porationf s stock that a life insurance company may own. 
Since wide variations exist in the limits placed on the amount 
a company may invest in the stock of a single corporation, no generaliza-
tior-s are possible . Certain states , including Connecticut , Ohio and Penn-
sylvania, impose no such restrictions , leaving the matter up to the judge-
ment of the investing officers of a company. New York lim..i. ts investment 
in the preferred stock of one company to 2 per cent of the investor ' s assets 
and, in the coremon stock of one company, to 1/5 of 1 per cent of such assets. 
In New Jersey, the limit is 2 per cent of assets for investment in common 
stocks of a single corporation. Wisconsin limits investment in preferred 
stock of a corpor ation to i per cent of investor ' s assets, with a similar 
lindt on common stocks. Indiana limits investment by a life insurance 
cor:,p any in all the securities of a single corporation, no matter how large 
and strong that corporation may be , to 2 per cent of the i nvestor ' s assets . 
Inconsistently, no similar restr iction is placed upon investn·.ent in a 
singl e real estate mortgage . 
Massac~usetts permits a life insurarLce co:rpany to invest up to 
10 per cent of its capital an~ SQr~lus in the stock of one corporation, 
while in California the limit is 25 per cent . Such liir.i ts , based en 
capital ~C. surplus , make considerable sense , since the ability of a 
company to purchase common stocks and t o absorb t heir market fluctuations 
depends a good deal on the strength of its capital anc surplus position. 
Only a few states place a limit on the percentage of t he capital 
stock of a corporation which a life insurance company may own, but t hese 
are important states from a regulatory point of view. The reason for 
such a restriction is to prevent control of t he corporation or dominant 
influence over its management by a life insurance company. New York 
permits ownership of up to 20 per cent of the preferr ed stock and 2 per 
cent of the cou®on stock of a corporation. New Jersey limits holdings to 
5 per cent of the shares of a corporation; in Massachusett s, i t is 10 per 
cent, and in California, 30 per cent . In the case of California, this 
limit does not apply to investment in the stock of other i nsurers . 
PROVISIONS GOVERNING ~UALITY 0.1'' I NVESTkh 1i"TS 
The legal provisions attempting to r -egulate quality of invest-
ments vary according to the types of investments involved. In t he case 
of real estate mortgages, the attempt is limited most ly to defining the 
proportion of property value which may be loaned 66 2/3 per cent being 
by far t he most corrunon proportion. However , at one end of t he scale, 
Connecticut permits loans on only 50 per cent of value; and at the other 
end of t he scale is Florida, permitting loans equal to 75 per cent of 
16 
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value on dwellings primarily intended for not more than two families , 
and 66 2;3 per cent of value on all others. What constitutes value is 
subject to varying interpretations. Loans insured by the Federal Housing 
Administration or guaranteed by the Veterans ' Administration are not sub-
ject to these restrictions. 
~uality requirements for municipal uonds are generally of a 
rather innocuous nature. Some states do not permit investment in special 
assessment bonds. Some impose a requirement that tax-supported general 
obligation debts must not exceed a certain proportion of assessed valua-
tion. Such a provision appears rather meaningless as bases of assessment 
tend to vary widely. Limitations placed on municipal bond investments, 
based upon the size of the community, seem of dubious merit . 
In the case of corporate bonds, the chief quality requirements 
center on earnings coverage for interest. Generally, these require in-
terest to be earned over some period to the extent of~ to 2 times. It 
may be said that such required coverages are so low that few bonds which 
are of interest to life insurance companies would fail to qualify for 
this reason alone . Some states, including New Jersey and Connecticut, 
simply require that bonds be free from default. 
Since states differentiate between bonds of different indus-
tries, the earnings requirements for public utility and railroad bonds 
usually are less than those for industrial bonds. Also, some states; 
i.e ., New York, for example, favor bonds secured by mortgage, as com-
pared with unsecured debentures. 
1here an earnings test is applicable to preferred stocks, the 
most usual one is that earnings over some prescribed period cover the 
18 
sum of preferred dividends and fixed charges at least ~ times. 
It is very difficult to prescribe a meaningful quality test for 
common stocks and a number of states recognize this by having none . Some 
states prohibit investment in common stocks unless dividends have been 
paid continuously over a long period of years . 
On the whole . state laws seeking to impart quality into life in-
surance company investments can have only a l imited effect at best . In 
general. the investment selection exercised by the companies themselves 
is very much stricter and far · more meaningful than it is possible to exer-
cise through the cut and dried provisions of any state law, without making 
the law unduly restrictive in many instances . 
A very constructive development in recent years has been to per-
mit life insurance companies to invest a modest proportion of their assets 
entirely at the discretion of the management . Wisconsin. Illinois and 
Pennsylvania allow 5 per cent of assets to be thus invested. Connecticut 
allows 8 per cent and Indiana allows the lesser of 10 per cent of assets 
or the aggregate of capital, surplus and contingency reserves . The Massa-
chusetts law provides detailed regulations of investments to the extent of 
only three- quarters of reserves . Assets equal to one-quarter of reserves, 
plus capital and surplus, may be invested to a large extent at the dis-
cretion of the management . 7 
FEDERAL INCOME TAXES 
From 1921 through 1957 , life insurance companies have been subject 
to Federal income taxes only on a portion of their net income from invest-
ments . The tax formula by which Federal income taxes were computed was re-
vised or replaced several times during this period. The Life Insurance 
': 
Income Tax Act of 1959, although a part of the Internal Revenue Code of 
1954, is essentially a separate taxing system, applicable only to life 
insurance companies . The law was enacted in June , 1959 and made retro-
active to the operations of 1958. 
BAS IS OF TAXATION FROM 1921 TO 1958 
19 
Under the Revenue Act of 1921, the net taxable income of life in-
surance companies was established as the net investment income from in-
terest , dividends and rents (less interest paid and other similar necessary 
and proper deductions) , less 4 per cent of the average amount for the year 
of all policy reserves required by law. This latter deduction was a gen-
eral recognition of the principle that interest required to maintain re• 
serves was , in effect , a necessary expense in a life insurance company. 
In 1954, several changes were made to enlarge the tax base . Investment 
standby commitment fees , oil and gas royalties , and penalties for prepay-
ment of mortgage loans were specifically added to net investment income. 
From 1942 to 1959, various methods were adopted to compute the interest 
required to maintain reserves , but there was no change in the basic prin-
ciples of determining taxable income . 
LIFE INSURANCE COMPANY I NCO 
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TAX ACT uF 1959 
The 1959 Tax Law provides f or taxes in four steps or 11 phases11 • 
Each company must pay the usual corpor ate tax rates on: (1) taxable in-
vestment income (or , if smaller , the gain from operations); (2) 50 per 
cent of t he excess of the total gain from operations over the taxable 
investment income ; (3) the other 50 per cent of the excess of gain from 
operations over taxable investment income, if such amount, together with 
similar previously deferred gains , exceeds a specific limit or is made 
available for dividends to stockholders (this part does not apply to 
mutual companies) ; and (4) net long term capital gains . The gain is com-
puted on the basis of appreciation since December 31, 1958, since capital 
gains realized by life insurance companies were untaxed prior to that date . 
TAXABLE INVEST NT INCOME (PHASE I) 
I . Simplified Computation of Taxable Investment Income: 
A. Gross Investment Income 
1. Interest 
2. Dividends 
3. Real estate income 
4. Royal ties 
5. Income from lease and mortgage agreements , terminations , etc . 
6 . Excess , if any, of short term capital gain over long term 
capital l oss 
7• Trade or business income from a business carried on as an 
investment 
B. Investment Expenses 
c. Real Estat e Expenses 
Less 
D. Depreciation on Rental Property 
E . Depletion of Mineral Properties 
F . Trade or Business Expenses from Business Carried On As An 
• 1 Investment 
Equal s 
G. Investment Yield 
Less 
H. Deduction for Policy and Other Contract Liability Requirements 
20 
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I. Deduction for Company's Share of Tax-exempt Interest and Dividends 
Received Deduction 
J. Small Business Deduction 
Equals 
K. Taxable Investment Income 
Investment Expenses -- There is no limitation on the amount which may be 
deducted as investment expenses if such amount consists solely of direct 
expenses of the investment department and does not include any allocation 
or assignment of general expenses . If the amount deducted includes any 
allocation of general expenses , no matter how small, the entire deduction 
is subject to an express limitation. This limitation is large and com-
panies do not exceed it in almost every case. 
Depreciation-- The deduction is limited to depreciation sustained on the 
property used for the purpose of produc ing the gross investment income . 
Policy and Other Contract Liabilit~ Requirements -- An exclusion from 
taxable investment income is provided for in that portion of investment 
income deemed, under the 1959 Act, to have been earned for policyholders . 
As some portions of investment income are exempt from tax by reason of 
specific exclusion or special deduction, such as municipal interest and 
divider~s received from domestic corporations, the Code provides that 
policyholders ' share of these classes of income be determined separately. 
The Code provides that the policyholders ' share is that percentage which 
is obtained by dividing Policy and Contract Liability Requirements by the 
investment yield. 
There is allowed a credit of 85 per cent of taxable dividends 
received from domestic corporations, except dividends received from pre-
ferred stock issued by a public utility prior to October 1, 1942, in which 
case a cr edit of 62. 115 per cent of the dividend received is allowed . 
There is also allowed a credit of 85 per cent of taxable dividends re-
ceived from taxable foreign corporations doing 50 per cent or more of 
their business continuously within the United States for 36 months or 
more. 
The small business deduction is the smaller of 10 per cent of 
the investment yield, or 25 , 000. 
GAIN FROM OPERATIONS (PHASE II) 
The computation of the an~unt of income subject to tax involves 
the determination of the 11 Gain or Loss From Operations" . The gain or 
loss from operations is the 11 Net Gain From Operations After Dividends to 
Policyholders and Excluding Capital Gains and Losses" shown on Page 4 of 
the Annual Statemenu: modified by certain adjustments necessary for tax 
purposes . Among these adjustments are the elimination of deductions for 
Federal income taxes , items of a capital nature, and other expenses not 
deductible for Federal income tax purposes, the allowance of deductions 
for wholly tax- exempt interest , partially tax-exempt interest , dividends 
received , and the special deductions related to group life , accident and 
health insurance , and certain non- par ticipating contracts. If the gain 
from operation exceeds the taxable investment income of the life insurance 
company, the combined Phase I and Phase II tax is based on the entire 
taxable investment income , plus 50 per cent of the excess of the gain from 
operations over the taxable investment income . If the gain from operations 
is less than the taxable investment income of the company, the combined 
Phase I and Phase II tax is based only on the gain from operations . If a 
loss from operations results , no tax is payable under Phase I and Phase II . 
* See Appendix, page 77. 
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A company which incurs a loss from operations in one year ~Ay 
offset this loss against a gain from operations in other years. A los-s 
from operations may be carried back three years and forward five years, 
applying to the earliest years in order . No loss can be carried back to 
any year before 1958 in order to recover taxes paid in prior years. How-
ever, losses sustained in 1955, 1956 and 1957 can be carried forward as 
e. deduction to 1958 and later years . Y hether a company sustained a loss 
in 1955, 1956 and 1957 is determined on the basis of the Life Insurance 
Income Tax Act of 1959, even though this Act was not applicable to those 
years . 
SHAREHOlDERS ' AND POLICYHOlDERS ', SURPLUS ACCOUNTS (PHASE III) 
For financial accounting purposes and for Annual Statement pur-
poses , a life insurance company may use a number of accounts for special 
segregated surplus and unassigned surplus . But, for Federal income ·tax 
purposes , the Code requires stock life insurance companies to set up two 
tax- record accounts referred to as 11 surplus11 accounts . These accounts a:re 
used solely for tax purposes and not intended to be used in the company's 
Annual Stat,ement . One of these accounts is denominated by the Code as 
the "Shareholders 1 Surplus Account" and the other as 11 Policyholders' Sur-
plus Account'' • 
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The half of the underwriting gains which are not taxed immediately 
may be held for the protection of the policyholders in the "Policyholders' 
Surplus Account" . If the amount held in this account exceeds a specified 
level or , if the company decides that some of the funds are no longer 
needed for this purpose and desires to distribute them as stockholder divi-
dends , it must then pay the usual tax rate on the amounts subtracted from 
this account and the balance may be distributed. The deferral of taxes in 
part in the underv~iting gains is a recognition of the long term nature 
of life insurance and provides a means for companies to accumulate funds 
for catastrophies . However , if such funds are not used for the benefit 
of policyholders , they are ultirr~tely taxed. Phase III applies to stock 
companies only. 
CAPITAL GAIN A~u LOSSES (PEASE IV) 
The same general rul~as to what constitutes a capital gain or 
loss are applicable to life insurance companies as well as other corpora-
tions . Net long term capital gains in excess of net short term capital 
losses are taxed at a rate of 25 per cent ; no alternative tax treatment 
is provided life insurance companies as in the case of other corporations . 
A net capital loss incurred in any year is not deductible in that year , 
but is available as a carry- over for five years . Such a loss carry- over 
can be used only to offset capital gains realized in subsequent years . 
The loss carry- over is treated as a short term capital loss in computing 
net capital gain or loss in the subsequent years . 
C.HA ER IV 
I~YE~TM1NT ACCOUNTI~G 
Pertinent data about the results of the investment operations 
of a life insurance company must be furnished to the investment officers . 
From such information, critical studies and analyses may be made to de-
termine the success of the investment policies and what future course of 
action may be followed. Since the companies are subject to state super-
vision, investment accounting systems are designed to facilitate the pre-
paration of the necessary investment schedules of the annual statement . 9 
SECURITihS 
Securities (bonds and stocks) are purchased or sold through 
brokers and dealers specializing in certain types of securities. These 
firms will actively solicit life insurance companies for their business . 
Brokers and dealers will mail daily listings of securities for sale. The 
approval of the purchase of securities is made by the Board of Directors 
and committee thereof. 
~when a security purchase has been completed, a ledger account 
(in loose leaf or card form) will be set up in the subsidiary securities 
ledger . A separate ledger sheet will be made for each security owned . 
The securities ledger may be kept in a visual binder or, if in card form, 
m.ay be conveniently tabbed so that lists of principal maturities and cou-
pons coming due can be prepared from month to month. The securities ledg-
er is usually divided into sections descriptive of the different types of 
securities so that the information required by the Annual Statement may 
be readily compiled. 
Bonds , in bearer forre, are issued with a series of coupons 
attached, each representing the amount of interest due in the dates 
specified -- generally semi- annually. Bonds may be fully registered 
in the name of the owner , in which case interest is paid by check, no 
coupons being involved . 
Maturities of principal and interest generally fall due on 
the first or the fifteenth of the month. From the securities ledger, 
a complete and detailed listing of all payntents due on principal or in-
terest may be made . This listing is used by the officers of the company 
to have the interest coupons clipped and to withdraw any bonds that are 
about to mature . If the securities are being held under a safekeeping 
arrangement , a copy of the listing is furnished to the bank as a check 
against its own records of maturing bonds and coupons . 
The company will keep a copy of the principal and coupon lists 
26 
as a work file of payments due , checking off payments as they are received 
or credited to the company's account at its bank. Any interest or prin-
cipal unpaid at the end of the month would be reported to the proper of-
ficer , who will take proper action to determine the reason for non- payment . 
"W~hen principal and interest payments are received, proper ac-
counting entries are made to record the payments . If a volume of entries 
warrant , the recording is usually made on a separate securities journal , 
crediting the proper interest and principal accounts . This journal may 
also be used to record all sales transactions . 
Dividends on stocks are handled in a similar manner with proper 
notations being made as to changes in the amount of dividends and date 
dividend payments are to be received . 
If a securities journal is maintained, a summary of all pay-
ments is made and posted to the general ledger . The securities ledger 
will also be posted for each item appearing in the securities journal to 
show the collection of the principal, interest and dividends , as well as 
the accounting dates involved in the sale or disposition of all or part 
of the security. Thus , the book value and par value of all s ecuri t ies 
and interest and dividends received can be totalled from the individual 
ledger sheets and balanced against each _of the control accounts in the 
genera l ledger . 
In the Annual Statement, there will be a detailed listing of 
each security purchased or sold during the year , as well as those owned 
at the end of the year . It is actually a transcript of each individual 
ledger sheet in the securities ledger , including the amount received 
during the year and the interest due and accrued on December 31st. 
10 
AlviORT IZo!~T ION OF BONDS -- COMPUTATION OF BOOK VALUE 
I f the price paid for a bond is not the same as the face amount, 
then: (1) the amount which will be repaid on the maturity date will not 
be the same as the amount invested; and (2) the rate of yield on the in-
vestment will, therefore , not be the same as the rate of interest payable 
on the face amount of the bond. Where the purchase price is more than 
the face amount (or value at maturity) the bond is purchased 11 at a pre-
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mium'1 ; if less than the face amount , the bond is purchased 11 at a discount" . 
In order that the book value of the bond on the maturity date be the same 
as the maturity value, the purchase price must be written- down to face 
amount if purchased at a prewium or written- up to face amount if purchased 
at a discount . The process of writing-up the book value is usually known 
as 11 amortiz!ii.tion of premiums" and writing-down the book value as 11 ac-
crual of discount" . However , the term 11 amortized values" is applied to 
the book values so obtained, whether the bond is purchased at a premium 
or at a discount . 
The method of amortizing the amount paid for a bond in excess 
of its maturity value is based on the true yield corresponding to the 
price paid . The true yield on a bond corresponding to any price , coupon 
rate and maturity date , can be ascertained from bond tables. For example, 
a ~1 , 000 bond maturing in five years , which has a coupon rate of 3 per 
cent payable semi- annually, is purchased for ~1 , 023 . 36 . The true yield 
is then ~ per cent, since the present value of ten $15 . 00 coupons , plus 
the present value of $1 , 000 payable in five years , amounts to $1 , 023 . 36 
when computed at 2i per cent compounded semi- annually. The correct 
amount of write• down of principal each year is shown in Table I. 
It will be noted that part of each interest payment is a re-
payment of principal and is thus used to reduce said principal (column 3) . 
The amounts shown in column 2 are credited to interest income. The 
figures in column 4 are the amortized values of the bond at the end of 
each six- month period. 
TABLB I 
AMORTIZATION TABLE FOR liPl , OOO, 3 PER CENI' BOND 
MAT URI G IN FIVE YEARS 
PURCHASE PRICE ~1 , 023 . 36 -- YIE~, ~ PER CENT 
HAlF - YEAR PART OF ;;pl5 COUPON CJiliRI:W TO BOOK VALUE 
PlliiOD INTERhST PRINCIPAL E.i'ID OF (J:t% of hALF - Y.lmR 
Book Value ) 
(1) (2) (3) (4) 
1 12.79 $ 2. 21 1, 021 . 15 
- 2 12. 76 2. 24 1, 018. 91 
3 12.74 2. 26 1, 016.65 
4 12.71 2. 29 1, 014.36 
5 12.68 2.32 1, 012. 04 
6 12.65 2.35 1, 009. 69 
7 12.62 2.38 1, 007 .31 
8 12.59 2.41 1, 004.90 
9 12.56 2.44 1, 002.46 
10 12.54 2.46 1, ooo.oo 
The same principles are applied where e. bond is purchased for 
less than its :maturity value . Assuming that e. 1, 000 bond , :maturing in 
five years with e. coupon rate of 3 per cent is ~977 . 25, the true yield 
is then 3~ per cent , e.s computed f r om appropriate bond tables . The cor-
rect amount of write- up of principal each year is shown in Table II . 
HAIF - Y.EAR 
PhkiOD 
(1) 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
TABLE. II 
AMORT I4ii.T ION TABLE F' OR ~ 1, 000, 3 PER C EN'r BOND 
MATURI TG IN FIVE YEARS 
PURCHASE PRICE f!977 . ~ - - YIElD , 3! PER CEl\lT 
INT BREST FOR PART OF HITEREST BOuK V.h.LUE 
HAlF-YEAR OBTAINED BY END OF 
(1 3/!(o of \1RITE-UP 11AIF-YEAR 
Book Value) 
(2) (3) (4) 
~ 17 . 10 ftP 2. 10 $ 979 .35 
17 . 14 2.14 981 .49 
17. 18 2. 18 983 . 67 
17 . 21 2.21 985 . 88 
17 .~ 2. 25 988 . 13 
17 · 29 2. 29 990.42 
17 .33 2.33 992.75 
17 .37 2.37 995 . 12 
17.42 2.42 997 ·54 
17 .46 2.46 1,ooo. oo 
At the end of the first half- year , the amount to be credited to 
interest income is ~17 . 10 (column 2) , which is half a year ' s interest on 
the purchase price of 977 . 25 at~ per cent . Of this amount, ~15.00 is 
received in cash, the balance of ~2 . 10 (column 3, which is the excess of 
column 2 over ~15 . 00) being used to increase the book value of the bond . 
This write- up increases the investment to ~979 . 35. Interest for the 
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second half- year is , therefore, l 3/4 per cent (half of 3! per cent) of 
$979 .35, or $17.14, of which $2.14 is used to write-up the principal, 
and so on. 
MANDATORY SECURITY VALUATION RESERVEll 
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In connection with its standards for amortization of bonds and 
valuation of stocks , the Valuation Cormnittee of the National Association 
of Insurance Commissioners has established a Mandatory Security Valuation 
Reserve . The pur pose of the reserve is to minimize fluctuations in the 
value of securities in the financial statements of life insurance com-
panies . 
Starting with January 1, 1951, companies are required over a 
period of twenty year s to set aside in this reserve a total of 1 per cent 
of the statement value of amortizable bonds , plus 20 per cent of the 
statement value of non- amortizable bonds and stocks . The formula for 
accumulating this reserve also provides that capital gains , either real-
ized or unrealized , shall be added to the reserve while capital losses , 
realized or unrealized, may be charged against the reserve . 
The amount of the reserve required cannot be determined until 
the end of the year when the values of stocks and non- amortizable bonds 
are determined and published by the Valuation Committee of the N.A. r.c. 
Valuation of these assets is discussed in Chapter VI . 
Assume that a life insurance company owns amortizable bonds 
with a book value of ~20, 000, 000; non- amortizable bonds with a stated 
(Commissioners') value of '200 , 000; stock with a stated (ColiliPissioners 1 ) 
value of i;i500 , 000. The Mandatory Securities Valuation Reserve , as pres-
ently defined, would be determined as follows : 
Mandatory Security Valuation Reserve , end of 
previous year -- assumed to be • • • 
Add l/20th of 1 per cent of the amortized 
value of amortizable bonds (l/20th of 
1 per cent of ~20, 000 , 000) • • 
Add 1 per cent of the stated value of all 
non- amortizable bonds and stocks 
(l per cent of $700 , 000) • • • 
Add Net Capital Gains (realized and un-
realized during year) assumed to be • 
Equals the Required Mandatory Security 
Valuations Reserve end of current year 
• 
i300 , 000 
10,000 
7,000 
10,000 
:JP327 , ooo 
This reserve will be carried as a liability on the company' s 
financial statement . 
Accounts in General Ledger -- The essential accounts in the general 
ledger to record securities transactions include the followinga 
Bonds (Debits) -- To reflect the book value of bonds owned. 
Stocks (Debits) - - To reflect the book value of stocks owned. 
Interest on Bonds (Credits) -- To reflect bond income received. 
Interest Paid on Bonds Purchased (Debits) - - To reflect the pay-
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ment to the seller at the time of purchase of that portion of 
interest which has accrued from the last interest date to date 
of purchase . 
Dividends on Stocks (Credits) -- To reflect the dividends re-
ceived on stocks . 
Dividends Paid on Stocks Purchased (Debits) -- To reflect the 
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payment of that portion of the dividend on preferred stock 
purchases which has ac crued from the last dividend paying 
date to date of purchas~ if specified in transaction. 
Amortization of Premiums (Debits) -- To reflect the excess of 
the coupon rate over the yield rate on bonds as an adjust -
ment of income with a corresponding credit to book value of 
bonds , so as to reduce the values to par at maturity . 
Accrual of Discount (Credits) -- To reflect the excess of the 
yield rate over the coupon rate on bonds as an adjustment of 
income ~~th a corresponding debit to book value of bonds so 
as to increase the values to par at maturity . 
Profit on Sale of Bonds (Credits) --To reflect the excess of 
the amount received on the disposition or sale of bonds (ex-
eluding accrued interest) over the book value at the date of 
sale . similar account is used for profit on sale of stocks . 
Loss on Sale of Bonds (Debits) To reflect the excess of the 
book value at the date of sale or disposition of bonds over 
the amount received (excluding accrued interest) . A similar 
account is used for loss or sale of stocks . 
CONTROL OF ShCURITIBS 0 ~ED 
The securities ledger indicates where the securities are physi-
cally located. A listing of securit ies according to location is made and 
furnished periodically to the Auditing Corr~ttee of the Board of Directors 
12 
for verification. This may require a physical count of the securities 
in a company' s vault or a reconciliation against listings furnished by banks 
if the securities are so held for safekeeping. In any event, regular checks 
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are necessary to make certain that the securities are all properly ac-
counted for . It is frequently necessary under laws of certain states to 
deposit securities v.rith the Insurance Department of those states . The 
securities ledger shows which securities are so deposited and verifies.-
tion may be made against receipts fur nished by the Departments . 
KORT GAG E. L0ANS 
Since the early days of life insurance , mortgages have been one 
of the priiT£ry investment outlets for policyholders ' funds . The purpose 
of these loans generally is to finance individual home cw1nership or to 
provide funds for commercial and industrial expansion. 
Where an insurance company has acquired title to property and 
then sells the property and takes back a mortgage as part of the purchase 
' 
price , such mortgages are referred to as 11 purchase money mortgages'' . This 
is to distinguish them from mortgages on property to which the company 
never had title . 
The approval of applications for new mortgage loans will follow 
a procedure similar to securities . Bither the Board of Directors or a 
committee thereof must be satisfied that the credit of the borrower and 
the security for the proposed loan meets the qualifications of the co~ 
pany, as vrell as the provisions of the statutes . 
ortgages may be classified as uninsured (or conventional, 
guaranteed by the Veterans ' Administration, insured by the Federal Housing 
Administr ation, etc . ) . They also may be classified as city mortgages or 
farm mortgages . 
After a loan is closed, a number of records and files will be 
made , including as a w~niroum the following& 
1. An alphabetical index file by name of borrower 
2. A numerical index file by mortgage number 
3. A mortgage loan ledger sheet 
4. A borrower ' s correspondence f ile 
5. A geographical index file 
If the company is domiciled in a state where t here is a mandatory 
deposit law in effect1 the mortgages will be deposited to the Insurance 
Department . An additional record may be required to maintain a control 
over the amount of mortgages so deposited . 
Many mortgage loans are on a monthly basis . Companies custom-
arily do not send notices of such monthly payments but rely upon the bor-
rower to remit regularly. Some companies use a payment book which the 
borrower sends to the company with his monthly remittance , · which will 
be posted by the company as an acknowledgement of' the payment and returned 
to the borrower . Correspondents handling mortgage collections for the 
company follow similar practices . Regardless of the notice system used 
by ~he company, it will have a record of payment s due in order to estab-
lish a control over these items vmich 'are in the course of collection. 
Payments on mortgages which were made directly to the company 
will be received in the form of individual remittances. These will be 
compared with the work file of payments in course of collection and then 
journalized. If the mortgage collections are in the hands of a corres-
pondent ~ the borrower will pay to the correspondent ' s office and the cor-
respondent will report periodically (weekly or monthly) to the company in 
the form of a listing of payments received during the reporting period1 
accompanied by a remittance covering the aggregate collection. Depending 
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upon the agreement with the correspondent, he may deduct his service or 
participation fee from the amount of his remittance or the company may 
prefer to have the correspondent remit gross and then pay the service or 
participation fee by check. The agreement with the correspondent may 
provide that he retain all escrow funds and maintain an escrow account 
for each borrower . The correspondent, under such an arrangement , would 
follow up the tax and insurance notices and disburse the funds from each 
borrower ' s account when the taxes and insurance premiums were due . Usu-
ally, the correspondent will maintain a separate bank account for such 
funds and periodically will furnish the company with a listing of all 
such amounts held in escrow for each borrower which can be reconciled 
with a copy of the bank statement . 
If a company is active in mortgage loans , it will usually pro-
vide for a separate mortgage loan journal. From the mortgage loan jour-
nal , a summary of all payments will be made and posted to the general 
ledger . The mortgage loan ledger sheet for each borrower will also be 
posted to show the payment r eceived and the unpaid balance of the prin-
cipal . Thus , the total of the balances shown on the individual mortgage 
loan ledger sheets will agree with the net debit balance of the mortgage 
loan account in the general ledger . This reconciliation is usually per-
formed once a month. The total of the individual escrow accounts will 
likewise be balanced against the general ledger central account. 
Accounts in General Ledger -- The accounts in the general ledger necessary 
to record mortgage transactions include the following: 
Mortgage Loans (Debits) -- To reflect new mortgages made or ad-
vances for taxes and insurance to be added to the principal . 
I 
I 
I 
I 
I 
I 
I 
Some companies prefer to set up a separate account for such 
advances . Credits to this account will represent payments 
on the principal of the mortgage . The net debit balance in 
this account will reflect the aggregate unpaid balance of 
all mortgages . 
Interest on Mortgages (Credits) -- To reflect that portion of 
borrower 's renuttance covering the interest on the mortgage . 
Escrow Accounts (Credits) -- To reflect that portion of the 
borrower ' s remittance to cover future taxes and insurance 
payments . Debits to this account will reflect the disburse-
ments made by the corrpany on behalf of the borrower to pay 
taxes and insurance on the property. The net balance in this 
account during an accounting period will represent the in-
crease or decrease in the escrow account , the aggregate of 
which will be carried as a liability in the company' s finan-
cial statement. 
One of the schedules of the Annual Statement is designed to show 
the movement of the mortgage loan account; the geographical distribution 
by types of mortgages; the mortgages upon which there are delinquencies 
outstanding; those which are in the process of foreclosure and those which 
were foreclosed during the period and transferred to the real estate ac-
count . 
In addition to the Annual Statement data, e. number of management 
reports will be required. These can be obtained by sorting and tabulating 
the data shown on the individual mortgage loan record cards . "here a con-
siderable volume of mortgages is involved, a punched card system is gener-
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ally the most practical way t'o obtain this information. The management 
reports referred to will include a. classification of the number and amount 
of mortgages outstanding by: correspondent, interest rate and mode of 
payment, type of property, state and county, and size of the unpaid balance . 
FORECLOSURES 
A company may transfer to real estate the outstanding principal 
of the mortgage, plus foreclosure costs, real estate taxes and insurance 
premiums , and any other expe:nditures incurred or income received appli-
cable prior to date of foreclosure. This might be called the historical 
cost . In theory, interest accrued and unpaid on the mortgage up to the 
date of foreclosure might be added to this historical cost . However , 
since such interest would be in the nature of imputed interest rather than 
interest actually earned and received, it is better practice not to capi-
talize such interest as a part of the cost of real estate acquired by fore -
closure , except when the appraisal value of the property is not exceeded. 
A company may transfer foreclosed mortgages to the real estate 
account at the appraisal value of the property at the time of foreclosure 
or the cost value, whichever is lower . The cost of the mortt,;ages at the 
time of foreclosure would consist of unpaid principal, real estate taxes 
and insurance premiums to the date of foreclosure , unpaid by the borrov,er, 
and also, foreclosure expense . Unpaid interest to date of foreclosure 
action was started would be dropped and recorded in a memorandum account . 
The mortgage loan would be charged with all losses up to the time the mort-
gage is foreclosed and transferred to real estate . The real estate account 
would not be charged vnth such losses. Upon foreclosure of Federal Housing 
Administration and Veterans ' Administration mortgages, no transfer need be 
made to the real estate account unless it is known that the property will 
be taken into the company ' s real estate account in lieu of a guaranty or 
insurance payment for the mortgage. 
REAL ESTAT 
Real estate owned by life insurance companies can be classified 
as follows : 
1 . Properties occupied wholly or in part by the company for 
the operation of its ovm business . 
2. Properties held as an investment for the production of 
income. This class includes real estate owned under con-
tract of sale and properties acquired for the purpose of 
leasing. 
3. Properties acquired in satisfaction of debt. This would 
include foreclosures on mortgages awaiting suitable oppor-
t.uni ty for sale . 
Real estate purchase and lease agreements will be reviewed and 
approved by the finance committee or , perhaps , the same coilillllttee as 
mortgage investments , since the two classes of investment are so closely 
related . 
A record of each piece of property owned, includ ing the home 
office , will be maintained i.n a real estate ledger giving a detailed des -
cription of the property, the book or investment value , and a rather com-
plete analysis of t he income and expenses on the property from month to 
month for management purposes . In the case of multiple tenants property, 
it will be necessary to set up a record of each tenant , showing the date 
of his lease , when the lease expires , an abstract of the terw~ of the 
lease , etc . If a real estate management firm is involved, the tenants' 
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records would be maintained by the firm, rather than by the company. 
The real estate management firm will report all collections and 
disbursements in conr;,ection with properties under its jurisdiction, making 
its report in as much detail as may be required by the company. Ordinar-
ily, this is done monthly. The management firm will also follow up all 
delinquencies and report such outstanding items to the company periodi-
cally. 
The real estate holdings of most life insurance companies are 
so small as not to warrant a separate real estate journal . The trans-
actions involving real estate can be entered i n the mortgage loan journal 
or the company ' s general or miscellaneous journal . 
BOOK VALUE 
Many companies make an annual or more frequent adjustment for 
depreciation. This reflects the loss in service value not restored by 
current maintenance 1 and has the effect of writing off the cost of that 
part of the property that is not of permanent value, in installments 
over the life of a building. 
The net amount of the cost of real estate account less depreci-
ation reserve would ordinarily r epresent the amount at which the value of' 
the individual property would be included in the balance sheet as an asset 
and is commonly referred to as the book value of the property. 
If necessary, in order to arrive at a more suitable value for 
balance sheet purposes , the company may from time to time have the build-
ings appraised to determine what the current rr~ket value may be. In 
order not to disturb the cost account , another account may be used to 
reflect the adjustment in cost to appraisal value . This account may be 
called "Reserve for Adjustment of Cost11 • 
The home office building represents an investment of the com-
pany ' s funds and should be supervised with the same care as any other 
investment . 
REAL EST.bT.E .b.C~UlllliD IN SAT ISFACT ON OF .UEBT 
If property is acquired in foreclosure of a mortgage, there 
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will be some preliminary expenses paid in connection with the acquisition, 
such as legal fees . In addition, there may be some amount applying prior 
to the date of foreclosure in expenses or taxes applying prior to such 
date . These items ~~11 usually be handled through an appropriate suspense 
account and held in suspense until the foreclosure proceedings have been 
completed . If it is necessary to spend any money in rehabilitating the 
property to enhance its value or facilitate its sale, such expenses would 
also be charged to the cost of real estate account. 
When the property is sold, the net proceeds of the sale; that is , 
the sale price less the legal fees , broker ' s commissions , or other expenses 
incurred in the course of the sale , will probably not exactly equal the 
book value. Since the entire net book value must be remo.ved from the 
books , it will be necessary to record either a profit or a loss on sale 
of real estate for the difference. 
REAL ESTATE HElD AS AN INVEST :E FOR 1'hll PRODUCT ION OF INCOME 
The records in connection with book value income and expenses 
for such properties are similar to those for real estate acquired for com-
pany use . 
Vfhere the tenant is a single corporation, it is not uncommon 
for the lease to provide that the tenant will make all necessary repairs 
and operate the building, including paying all taxes assessed. 
Prepaid taxes are normally included as an asset in the balance 
sheet~ but prepaid expenses are not . 
NCKS 
If a company buys a building or plot of land and does not pay 
the full purchase price in cash~ then the cost wi 11 include the amount of 
any mortgages or other encumbrances constituting a lien on the property. 
In preparing the balance sheet, the amount of any encumbrances would be 
deducted from the gross book value and the encumbrance would perhaps be 
shown in the title of the asset ~ount. Interest . on encumbrances is or-
dinarily deducted from the rental income from the property in the finan-
cial statement. 
Depreciation adjustments would be made on the basis of the gross 
cost before deducting encumbrances arrl any adjustment to reflect the ap-
praisal value would also be made to the book value before deducting en-
cumbrances. 
R~L ESTATE SALLS CO ITRACTS 
Sales contracts usually provide for payment of part or all of 
the sales price in installments~ together with interest on the unpaid 
balance. It is customary to transfer the property to an account, "Real 
Estate Under Sales Contract11 , at the time the sales contract is executed. 
{hen the sales price is less than the existing book value , it 
is customary to decrease the book value to the sales price at the time 
the contract of sale is executed and before transfer is made to the ac-
count, 11Real Estate Under Sales Contract". The entry would bes 
Debit: Decrease by adjustment on real estate 
Credit: Reserve for adjustment of cost 
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The entry to reflect the disposition of the property would be : 
Debit : Cash (for down payment) 
Debit: Real estate under sales contract (for the amount of the 
contract) 
Debit: Reserve for adjustment of cost (current balance) 
Debit : Reserve for depreciation on real estate (current balance) 
Credit: Cost of real estate 
If the sales price is in excess of book value , no credit will 
normally be made to profit on sale until the amount of the book value has 
been fully offset by capital payments under the sales contract . 
Under this method of accounting, a new account , "Unrealized Pro-
fit on Sale of Real Estate" , would be set up. The entry would be: 
Debit : Cash (for the down payment) 
Debit: Real estate under sales contract (for the amount of the 
contract) 
Debit: Reserve for depreciation on real estate (current balance) 
Credit: Cost of real estate 
Credit: Unrealized profit on real estate (for the ex-
cess of the sales price over book value) 
After the balance due under sales contracts is reduced by prin-
cipal payments to the book value when the contract was made , the subsequent 
payments would continue to be credited to the sales contract but, periodi-
cally, (perhaps annually) an entry would be made transferring such payments 
which are not realized profits f rom the unrealized profit account to profit 
on sale . The entry would be : 
Debit : Unrealized profit on sale of real estate 
Credit : Profit on sale of real estate 
I 
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The unrealized profit account, like the reserve for depreci-
ation and reserve for adjustment oi cost, would appear as a reduction 
to the real estate asset accounts on the balance sheet. 
Repairs, expenses and taxes incurred but not paid at the end 
of the accounting period must be tabulated and entered as a liability 
on the company's Annual Statement. 
CCOUNrS IN Gb1JERAL LE.DGER 
The general ledger of a company ovming its home office and in-
vesting in other real estate will ordinarily contain the following ac-
counts: 
Real Estate - Home Office (Debits) -- To reflect cost of real 
estate occupied wholly or in part by the company. 
Real Estate Held Under Sales Contract (Debits) - - To reflect 
the unpaid balance of sales contracts. 
Other Investment Real Estate (Debits) -- To reflect the cost 
of properties held for leasing . 
Real Estate -Foreclosed (Debits) --To reflect the cost of 
properties acquired in satisfaction of debt. 
Rent Received From Home Offic e Property (Credits) -- To reflect 
the amount of rent received from home office property. Credit 
for the space occupied by the company will be offset by a 
corresponding debit entry to "Rent - Home Office11 which will 
record the expense element of the transaction• 
Rent Received From Other Investment Real Estate (Credits) -- To 
record the gross income received from other investment real 
estate, including interest on sales contracts and payments. 
under purchase-lease agreements. A separate account for 
interest on contract sales may be desirable if there are a 
number of properties in this category . 
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Repairs and Expenses on Real Estate (Debits) -- To record the 
total amount expended for repairs and expenses (except taxes) 
on all properties owned by the company, including the home 
office . 
Real Estate Taxes (Debits) -- To record the amount of real estate 
taxes paid on all real estate property owned by the company 
Depreciation on Real Estate (Debits) -- To record the amount of 
depreciation on . real estate . 
Reserve for Depreciation on Real Estate (Credits) -- To record 
the net accumulation for depreciation charged to real estate . 
If several categories of real estate are involved, it may be 
practical to carry a separate reserve for each category. 
Debits to this account would show disbursements made for re-
placements . The balance in this account would be deducted 
from the cost of real estate shown in the asset section of 
the balance sheet and the balance would represent the book 
value of the real estate. 
CHAPTER V 
NET INVEST MENT INCO AND CO:MPlJ"TAT ION OF YIElDS 
Gross investment income minus investment expenses and taxes 
equals net investment income . However . to arrive at net investment in-
come, it is first necessary to examine the items which comprise both 
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ross investment income and investment expenses . 
GROSS INVESTMENT INCO 
The main sources of investment income are; 
1 . Interest on bonds 
2 . Dividends on stocks 
3. Interest on collateral loans 
4. Interest on mortgage loans 
5• Real estate income 
6. Interest on premium notes, policy loans and liens 
7• Other investment income 
Instructions issued by the National ssociation of Insurance 
Commissioners for completing the Annual Statement contain specific refer-
ence to each of the above items and must be taken into consideration when 
computing them. 
INTEREST ON BONDS 
The following is contained in the Instructions: 
11Sxclude: Interest due and accrued on bonds in default as to 
principal or interest. The market value of such bonds includes such in• 
terest. 11 
The amount shown for interest on bonds collected during the year 
must not include any accrued interest which was included in the amount 
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paid for any bonds which were purchased during the statement year . In a 
typical case, this will have happened because, in addition to the quoted 
price of a bond which is not in default and which is not an income or an 
adjustment bond, the pur chaser is always required to pay the vendor the 
full amount of the interest accrued thereon from the last coupon or in-
terest date to the date of actual delivery of the bond. The purchaser in 
such a case will recover this additional amount when interest for the cur-
rent period is paid . Because of this opportunity to recover the amount of 
this accrued interest , it must be re~or4ed as an advance against future 
interest collections, rather than as a capital investment . 
In the case of a purchase of bonds under the circumstances cited 
above , an insurance company will credit its 11 Interest Received on Bonds11 
account at the time of collecting the interest covering the per iod in which 
the purchase was r~de with the full amount of the collection. If this oc-
curs prior to the end of the year of purchase, the effect of the previous 
deduction of the interest accrued at the time of purchase vdll be entirely 
eliminated in its accounts . If, however, such interest does not become 
payable before that year-end, the year-end balance of the above-mentioned 
revenue account will understate the interest actually collected during the 
statement year by the amount previously deducted because of the purchase. 
This understatement will, however, be entirely overcome by an equal over-
statement of the amount of interest due anQ accrued at the end of the year . 
While no principle would be violated by debiting directly the 
amount of accrued interest which was included in the amount paid for bonds 
purchased to the •• Interest Received on Bonds" account , the frequency of 
such transactions makes it desi rable to maintain a special negative in-
come account in which to enter all such charges. The account may well be 
designated 11 ccrued Interest on Bonds Purchased". 'l'he net effect would 
be that the "Interest Received on Bonds" account would show all interest 
received during the year and the "Accrued Interest on Bonds Purchased" 
account would be charged to the interest due and accrued at the end of 
the year . 
Accrued interest received upon the sale of bonds would be in-
cluded in the 11 Interest Received on Bonds" account and should under no 
circumstances be credited to the "Accrued Interest on Bonds Purchased" 
account. 
D IVID1NDS Ol'J STOCKS 
The Instruction pertaining to dividends on stocks reads as 
follows : 
'
1No credit will be allowed for anticipated declared dividends 
on s tocks , except in the case of the de clared and unpaid dividends on 
stocks which have been sold by the company prior to December 31st. 
Include: Dividends on shares of savings and loan and building 
and loan associations. 11 
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Dividends on stocks, including preferred stocks , may not be anti-
cipated since they do not become payable until formally declared by the 
Board of Directors of the corporation issuing the stock. Dividends are 
declared payable to stockholders as of a specified date, but not actually 
payable until a later specified date . During the interval between these 
two dates , the transfer books of the corporation remain closed . Thus, 
forrr~r owners of the stocks are entitled to the dividends if they sell 
the stocks after the specified dividend date . 
INT:J!.REST ON COLLATERAL LOA S 
No particular accounting problems are involved in the matter of 
crediting the interest received on any collateral loans which a company 
may own. 
INTlSREbT ON 
49 
Interest on all mortgages on specific pe.rcels of real estate is 
included, even though the mortgage is written in the form of a coupon-
bearing bond , as is sometimes the case. 
With respect to interest on mortgage loans , the Instructions 
read as follows a 
"Include : Income from property for which the transfer of legal 
title is awaiting expiration of redemption or moratorium period . 
Deduct : Outgo on such pr operty unless capitalized or shown in 
Exhibit 5 or 6. 11 
and Fees . 
Exhi bit 5 is General Expenses and Exhibit 6 is Taxes, Licenses 
ll! 
R L ESTATE INCO 
The Instructions pertaining to real estate income are: 
11 Include : Income from ownership of properties per Schedule A, 
adequate rent for company' s occupancy, in whole or in part, of its own 
buildings and for space therein occupied by agencies . 
Deduct: Interest on encumbrances . 
Exclude: Reimbursements of amounts previously capitalized; 
such amounts shall normally be credited to the item to which the expendi-
ture was charged originally. " 
Schedule A shows all real estate owned as of December 31st and , 
also , all real estate sold during the yee:r . A company which occupies 
space in any building which it owns , regardless of whether this be the 
* See App endix , page 81. 
home office or a branch office building, is obliged to include in its 
income from real estate a proper amount of rental for space which it 
utilizes for its own purposes . Such a company is regarded as being 
placed in the dual position of landlord and tenant and this fact must 
be reflected in its bookkeeping. As a tenant , it charges itself through 
a disbursement account with a presumably fair rental for the space oc-
cupied and , as a landlord , it credits a revenue account with an equal 
amount of rental income . 
INTE.REST POLICY LOANS AliD LIENS 
The Instruction for this item reads: 
"Include: Interest on premium guaranteed under the Soldiers ' 
and Sailors ' Civil Relief Act , unless included in other investment in-
come . 11 
The standard provision governing policy loan interest contained 
in life insurance policies provides for capitalization of such interest , 
if not paid when due , provided that the available cash value of the pol-
icy is sufficient to cover the total indebtedness after adding such un-
paid interest thereto . 
OTEER INVESTL'lENT I1-JCO ,-;E 
All income not specifically provided for above is included in 
this item. The Instructions state: 
11 Include: I ncome from other investments, such as transporta-
tion equipment ." 
Other sources of income me.y be : 
Interest on overdue ~remiun~ and premiu~ extensions; 
Interest on advances to agents; 
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Interest on overpayment of taxes; 
Interest on unlisted assets; 
Discount on claims paid in advance; and 
Discount on taxes paid in advance . 
The amount of the installments in which annual premiums may 
be paid is generally computed by making a percentage addition to the 
proportionate part of the respective annual premium. 1ihile a part of 
the additional charge in these installments may properly be regarded as 
an interest receipt~ Dany companies include these amounts in prenuum re-
ceipts. If a company is meticulously concerned in the technical accuracy 
of its annual statement~ it can segregate the interest charge which is 
included in other than annual premiums in an interest income account . 
Among the miscellaneous sources of interest mentioned above is 
that of the discount received by a company for the prepayment of policy 
claims. An instance of such discounting arises from the prepayment of 
the maturity value under an endowment policy. The holders of an endow-
ment policy who have completed all of the premium payments thereunder 
may desire to receive the proceeds,thereof at some time in the last year 
prior to the termination date. The most frequently used method of com-
puting the amount to be paid under such circumstances is to discount the 
maturity value of the policy to the date when the advance settlement 
thereof -is to be. :made. 
INVhSTMEm hXPENSES .~>.ND TAXES 
In order to arrive at investment expenses and taxes~ all ex-
penses of the company must be analyzed and allocated to the various de-
partments ~ including the investment department , on some equitable basis. 
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Direct expenses and taxes of the investment department are all chargeable 
to the investment department . Expenses and taxes paid or incurred for 
the benefit of more than one department of the company are allocated to 
each department . 
ALLOCATED EXPENSES 
There are various bases for allocation of general expenses and 
taxes to the investment department and each company determines which are 
the most appropriate to use . Some of the more commonly used methods area 
1 . Personnel - ratio of persons in the investment department 
to total number in the home office (or , in some instances , 
the total company). 
2. Space - ratio of space used by the investment department to 
total space . 
3. Income - ratio of gross income of the investment department 
to total gross income . In some instances , a net income 
ratio may be used. 
4. Time - per cent of tine spent on investment operations . 
5. Salaries - ratio of investment department salaries (general 
and direct) to total salaries . 
6. Estimates - per cent based on cost or time studies , past 
experience , judgement, etc . 
EXPENSE RATIOS 
The expenses of e. life insurance company are kept in the ledgers 
with no breakdown as to allocation to lines of business , such as ordinary, 
annuity, group, accident and health, industrial , or to the investment 
operations , including policy loans . However , expenses are coded daily and 
charged to the department which incurred them. Each month, a listing is 
made, showing all expenses and the department to which they are charged 
or listed in broad categories, such as bureau and association dues, if 
not chargeable to a department. 
Departmental expenses are allocated by means of expenses ratios. 
The department is analyzed and a study made of the work performed. The 
various bases listed above are used to determine what per cent of each 
expense is allocatable to each line of business and to investment . Time 
studies showing the time spent on each line of business may be applied 
against the salaries of the department , thus showing a dollar amount in 
each line. A ratio is then computed for each line , such as 35 . 265 per 
cent ordinary, 21 . 742 per cent gr oup life, etc., totalling 100 per cent. 
This ratio is then applied to the total departmental expenses , obtaining 
a charge for each line of business and for investment. 
Expenses in the broad categories are analyzed individually and 
a ratio computed for each expense. Thus, in bureau and association dues, 
each line of business and investment incurs a percentage of the expense 
in relation to the functions of the association. 
DIRECT EXPENSE AND DBPRECIAT IO~ 
All investment expenses and taxes are derived from the allocated 
expenses, except: 
1. Real estate expensesa 
The following Instructions are given vnth respect to real 
estate expenses a 
Include: The cost of repairs, maintenance, service and operation 
of all real estate properties , including insurance , 
whether occupied by the company or not ; salaries and 
other compensation of managing agents and their employ-
ees; expenses incurred in connection with rental of 
such properties; legal fees specifically associated 
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with real estate transactions other than sale; salaries 
and wages of any Branch or Home Office unit engaged 
solely in such real estate work. 
Exclude; Salaries and wages of any other Home Office, general 
Branch Office, or investment Branch Office employees. 
These should be charged to salaries and wages, where 
they will be automatically subject to allocation as 
' insurance ' or ' investment• in Exhibit 5· The same 
rule applies to other expenses or charges associated 
vdth the activities of such employees . 
Only expenditures which unquestionably add to the value of the 
property may be capitalized. Each expenditure must be judged in the light 
of the facts pertaining to it alone, without too much reliance upon general 
rules or theories and, if the decision reached is to capitalize it , the 
closest kind of scrutiny thereof upon the part of the Insurance Commissioner 
may be anticipated . 
2. Investment expenses not included elsewherea 
The following rules are incorporated in the Instructions for 
investment expenses not included els ewherea 
Include ; Only items for which no specific provlslon has been 
made e l sewhere; e . g., contributions or assessments for 
bondhol ders' protective committees . 
Bxclude; Home Office salaries and expenses incurred on account 
of investment work, s alaries and expenses of mortgage 
loan branch offices , legal fees and legal expenses in-
curred in connection with investments . 
If not capitalized, premiums and commissions paid to brokers 
or correspondents for acquiring mort gage loans for the company are included 
in this category. Another type of expense may be the transportation charges , 
postage, insurance , and similar items incidental to the delivery of securities . 
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3. Depreciation on real estatea 
Practices vary greatly among companies for depreciation on 
real estate. The Instructions provide no rates nor any particular methods 
of applying such rates. Depreciation on real estate does not appear among 
the expense accounts. It is a deduction from investment income and does not 
appear in any other exhibit in the Annual Statement other than Exhibit 2, 
* Net Investment Income. All other depreciation appears in Exhibit 5, General 
Expenses . 
COMPUTATION OF INVEST:rfENT YIElDS 
After net investment income has been calculated, the following 
formula is used to compute the yield on investments& 
2 I 
A PLUS B MINUS I 
I = Net Investment income. 
A = Invested assets at the beginning of year. 
B = Invested assets at the end of year. 
Invested assets are the s~ of lines 1~ and 19 on page 2 of 
-ail-
the Annual Statement. Page 2 is headed 11As sets 11 and the line designations 
area 
1. Bonds 
2. Stocks 
3. Mortgage loans on real estate 
4. Real estate 
4.1 Properties occupied by the company 
4.2 Properties acquired in satisfaction of debt 
4.3 Investment real estate 
5• Policy loans 
6. Premium notes 
* See Appendix, pa,e 81. 
** See Appendix, page 75. 
7• Collateral loans 
8 . Cash and bank deposits 
9· 
10. 
1~. Cash and invested assets 
19 . Interest and other investment income due and accrued 
Lines 9 and 10 are left blank so that any other assets of an 
investment nature not specifically listed may be inserted. 
The investment yield is usually computed both before and after 
Federal income taxes and is the published yield. It should be noted that 
the method for computing net investment income for Federal Income Tax pur-
poses as listed in Chapter III is not the sane as for Annual Statement pur-
poses due w~inly to the various deductions allowed for tax purposes . 
The same formula as shown above is used to compute the yield on 
each type of investment . All investment income must first be broken down 
by type of investment and the expenses and taxes n~st then be allocated on 
an equitable basis to each type of investment . 
In add ition to investment yield on each type of' investment , 
further breakdown of the expenses may be made to obtain unit costs for 
performing the various procurement and analytical functions, as well as 
how these costs may vary under the different circumstances that are likely 
to prevail from time to tirr£ . 
CHAPI'ER VI 
VALUATION OF ASSETS 
The asset side of the balance sheet purports to show the cash 
values of the assets . These assets , however , consist to a considerable 
extent of items such as real estate, bonds and stocks , the true cash value 
of which can only be estimated. 
It may be first noted that the value at which an asset is car-
ried on the books is not necessarily its real value nor its admitted value 
in accordance with governmental regulations . W'hen an asset is acquired, 
its value will normally be entered on the books of the company at cost. 
At some later date , the value of the asset may be either greater than or 
less than cost . 
Theoretically, the true value of an asset at any particular date 
might be considered as the amount f or which it could be sold at that date . 
There are , however , obvious practical difficulties in determining such a 
value in all cases . In the case of real estate, for example, any sale 
would have to be a matter of negotiation and, without actually selling 
the property or offering the property for sale, its probable value can 
only be estimated by opi nion and judgement. In the case of stock exchange 
securities , it might seem that current market price furnished the true 
value . However , the market price quoted on any particular day would ap• 
ply only to sales of a relatively small amount and , obvious ly, could not 
be obtained in the event of the sale of such an amount of bonds and stock 
as are held by life insurance companies . A further important considera-
tion is that securities purchased by life insurance companies are , to a 
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very large extent , intended to be held for permanent or long term in-
vestment . As a rule , also , a company is not under the necessity of 
selling. 
In the United States , the basis on which life insurance com-
panies value assets is largely defined by law or by fiats of regulatory 
authorities . The balance sheet is a part of the uniformAnnual Statement 
form, knovm in insurance circles as the "convention Blank" and is used in 
every state in the Union and in the District of Columbia. The National 
As sociation of Insurance Commissioners was instrumental in having the 
Convention Blank adopted and its Committee on the Valuation of Securities 
concerns itself with the values to be placed on all securities owned by 
the various individual life insurance companies . 
CLASSIFICATION OF ASSETS 
In life insurance accounting, assets are classified in four 
categories : 
1 . Ledger assets 
2. Non- ledger assets 
3. Assets not admitted 
4. Net admitted assets 
As the name implies , ledger assets are those which appear in 
the general ledger and usually contain the book value of the asset . How-
ever , the general ledger is on a cash basis , so numerous adjusting entries 
must be made to account for assets that do not involve cash. These assets 
are known as "non- ledger assets" . They include various due and accrued in-
vestment income accounts and , also, the excess of market value of stocks 
and amortized or market value of bonds over the book value . 
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Assets not admitted constitute those specific assets or parts 
of asoets which, for some reason, do not qualify as accepted investment 
assets under insurance regulations. Examples of not admitted assets may 
be part of furniture and fixtures and the excess of book value of stocks 
and bonds over the market value of stocks and amortized or market value 
of bonds. The electronic data processing equipment part of furniture and 
equipment is not included in the assets not admitted. 
Net admitted assets are those which appear in the balance sheet 
valued in conformity with laws and regulations. They are ledger assets 
plus non-ledger assets minus not admitted assets. The basis on which 
assets are valued is discussed below. 
BONDS 
The general principle is that all bonds which are not in default 
and which are fully secured may be valued at their amortized values. A 
bond is not deemed to be fully secured for this purpose unless it is cer-
tified by the life insurance company to be amply secured and can meet cer-
tain requirements. The requirements are based largely on certain tests 
having to do with coverage of interest by available earnings. A bond which 
is not in default and is fully secured may have to be valued at the market 
price if that happens to be lower than amortized value. Bonds which do 
not meet the requirements for amortized values must be valued by 11 associ .. 
ation values" which are determined by the Committee shortly prior to Decem-
ber 31st on the basis of current market values. A complete list of "as-
sociation values" is furnished each year to all companies by the Valuation 
Committee. 
A great proportion of industrial bonds are purchased directly 
and have no quoted market price. l hen such bonds are not amortizable, 
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then it becomes necessary for the Valuation Committee to establish some 
arbitrary price , based on its judgement, at which such bonds shall be 
valued . 
STOCKS 
Stocks, both preferred and common, are generally carried uni-
versally at market values , as deterrr~ned by the Valuation Committee . How-
ever , preferred stocks which can meet certain requirements as to quality 
may be carried at values determined by a smoothing formula which is de• 
signed to greatly moderate the effects of changes in market prices . Under 
the formula , these stocks are written down or up by one- fifth of the dif-
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ference between either book value at the beginning of the year , or the cost 
if purchased since that date , and then market value at the end of the year . 14 
For example,· if a preferred stock was carried at the end of the preceeding 
year at 100, or was purchased during the year at 100, and its market value 
at the end of the year was 90, it would then be valued at 98. 
1 ORTGAGE LOaNS 
On the assumption that mortgage loans are fully secured, so that 
in the event of default in payment of interest or principal, the company 
would not suffer any loss , the asset value is the amount of principal un-
paid, plus accrued interest to the date of the statement . However , some 
losses do occur. It may properly be assumed that the losses are provided 
for by the maintenance of an adequate surplus or general contingency fund , 
so that the full amount of loan principal outstanding may be entered as 
an asset . Some companies maintain a special reserve for losses on mort-
gage loans . If such a reserve is entered in the financial statement as a 
deduction from the book value of mortgage loans or is included among the 
assets not admitted, the net effect is to reduce the admitted asset value. 
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lf1 on the other hand, such a reserve is entered in the liability page 
as a special reserve, it does not reduce t he admitted asset value, but 
the effect on the company's surplus is the same. In that case, the 
special reserve is, in effect, merely an earmarked portion of the gen-
eral surplus. 
Interest receivable accrued up to the date of a financial state-
ment, but not yet payable, is a good asset on all forms of fixed interest 
investments. It is included in the asset page under the heading of 11 non-
ledger assets". A practical rule is to take no credit as an asset for any 
unpaid interest overdue more than a certain period; usually 90 days . 
When a mortgage loan is purchased at a premium or at a discount. 
the premium or discount is usually amortized over a period of years; five 
years being a rather common selection. 
REAL EST TE 
The uniform financial statement calls for market value to be the 
basis for the valuation of real estate . The statement of assets must show 
the book value of real estate and, also1 the excess of the market value 
over book value (shown as a non-ledger asset) or the excess of the book 
value over market value (shown as an asset not admitted). In the absence 
of any established market values , these two adjustments are generally 
omitted, the statement showing book value , which is thus assumed to be 
the same as market value. 
The practical situation i s that the company itself determines 
the value at which its real estate will be entered in the financial state-
ment . Control exists, however , since any discrepancy in evaluation would 
be brought to light by the triennial examinations which are made by the 
state insurance departments and which include a review of the valuation of 
all assets, including real estate. Also, the officers of the company are 
required to certify the general accuracy of the financial statement . 
In the case of real estate held for pern~nent investment, such 
as the company's home office building, the usual practice is to write down 
the book value over a period of years to a very conservative figure . For 
other real estate, appraisals may be obtained at intervals and adjustments 
made in the book value, or the company may establish a special reserve for 
depreciation which reduces the aggregate asset value . 15 
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6.3 
C HAPI' BR VII 
INVESTMENT PORTFuLIOS ND CONCLUSIONS 
The preceding chapters have sho'vn how life insurance companies 
obtain d&ta in order that the investment officers and the finance committee 
of the Board of Directors may know how successful their investment policies 
have been and what future action must be taken. How this data has been 
used in the past to formulate investment policies for the future vdll now 
be discussed . All pertinent information was obtained from the Life In-
sure.nce Fact Book, 1961 , published by the Institute of Life Insurance, 
unless otherwise noted . 
CHANGES IN INVESTL~T PORTFOLIO 
The best way to show past investment policies is to examine 
the changes vmich have occurred in the investment portfolios . Table III 
shows the relation of investment inco~e to total income . 
TABLE III 
INCOME OF UNITED STATES LIFE INSURANCE COMPANIES 
(ooo ,ooo Omitted) 
TOTAL PhR CENT 
YEAR PREMIUM INVbST ·1ENT OTHER TOTAL INVhSTlililiiNT 
INCOME INCOME INCOME INC OlliE INCOME TO 
TOTAL INC01'1E 
1956 ~1.3 , 584 ~ .3 ' 06.3 ·1 , 218 ljlil7 , 865 17. 0% 
1957 14, 775 3, .331 1, 227 19, 333 17 . 2 ~~ 
1958 15, 471 3, 492 1, 286 20 , 249 17. 3 % 
1959 16, 622 3, 879 1, 289 21 , 790 17. 8% 
1960 17, 365 4 , 304 1, 338 23 , 007 18. 7 % 
Source : Institute of Life Insurance . 
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Investment income shown is net of expenses and taxes , including 
that portion of Federal income taxes allocated to investment expenses . 
Other income consists mostly of proceeds left with the companies under 
supplementary contracts for payment at a future date . This table illus~ 
trates the rising trend of investment income in relation to total income . 
During this same period, the rate of return on invested assets 
has been rising steadily, as shown in Table IV . 
TABLE IV 
NFJ.' RATE OF INTbRE.ST EARNED ON INVESTED FUNDS 
UNITED STATES LIFE INSlJRAl~CE COI>J.PJ.NIES RATl!.. 
BEFORE 
YEAR FEDlill.AL INCOMB 
TAXES 
1956 3.63 % 
1957 3·75% 
1958 3.85 % 
1959 3.96% 
1960 4.11% 
Source: Institute of Life Insurance 
The rate before Federal income taxes is shown, since the rate 
after Federal income taxes is not available. However , in spite of the 
Life Insurance Company Income Tax Act of 1959, which increased the Federal 
tax liability, the net rate of interest earned in invested funds after 
Federal income taxes shows the sruae rising trend. This trend began in 1947, 
when earnings were at an all- time low of 2.es per cent . The major factors 
causing this trend have been the heavy demand for capital funds that has 
persisted since 1947 and is the result of the maturing of investments n~de 
in considerably lower yield bases many years ago and the reinvestment of 
these funds at higher interest rates . Higher interest rates have been 
earned due to changing investment policies , whereby investment portfolios 
are constantly changing . Table V (shown on the following page) illus-
trates these changes. An analysis of life insurance co1npanies portfolios 
will help explain some of the reasons for increased earnings . 
UNITED STATES GOVERNMENT AND FOREIGN GOVERNMENT SECURIT U.S 
Investment in United States Government securities reached a peak 
of 45 .9 per cent of total assets in 1945, after the companies had played 
a substantial role in financing the nation's war effort . ~ith the un-
precedented demand for funds to support the expansion of business and in-
dustry, the investment in Federal securities has declined steadily. A 
large percentage of Federal securities now held are in short term Treasury 
bills and certificates , representing reinvestments or roll- over of funds 
during the year , primarily to keep funds earning interest until need for 
long term commitments . The rate of interest obtainable on Federal securi-
ties is quite low, in relation to other media of investment . 
Foreign government securities have never held a significant posi-
tion among the assets of United States life insurance con~anies , being 
only .3 per cent of all life insurance assets from the years 1956 through 
1960. 
STATE AND LOCAL BONDS 
In recent years , this has been a growing area of investment for 
~ 
TABLE V 
P.bRCEN'l'AG.b DISTRIBUTION 01<' ASS~'TS 
UNITED STATES LIFE INSURAlllCE COlvJPANIBS 
UNIT:b..D STATES 
GOVERNl.V.IENT STATE HIDUSTRI.tlL 
AMl FOREIGN A1iD RAIL- PUB.LIC AND MIS -
GOVERN1vlEliT LOCAL ROAD UTILITY CELIA1i"EOUS MDH.T- l{EAL POLICY MISC£LLh.NEuUS 
YEAR SECURITIES BONDS BONDS BONDS BONDS STOCKS GAGES ESTATE LOANS ASSE.TS TOTAL 
--
1956 8.3 3.1 4.0 15 .1 20 .6 3. 7 34.4 2.9 3.7 4.2 100.0 
1957 7.2 . 3.1 3.8 15.1 21 .5 3.3 34.8 3.1 3.8 4.3 100.0 
1958 7.0 3.3 3.6 14.8 21 .8 3.8 34.4 3.1 3.9 4.3 100. 0 
1959 6.3 3.7 3·3 14.5 22.1 4.0 34.5 3.2 4.1 4.3 100. 0 
1960 5·7 3.8 3.1 14.0 22 .4 4.2 34.9 3.1 4.4 4.4 100.0 
Source: Spectator Year Book and Institute of Life Insurance 
United States life insurance companies. Since 1945, the investments in 
all types of so-called municipal bonds, which include securities of states, 
provinces, counties, cities, towns, townships, school districts and public 
authorities, while relatively small in relation to total assets, has grown 
at a faster rate than many other types of investment. The total holdings 
of such bonds has tripled dollarwise in the past ten years, being 1,393 
million (or 2.3 per cent of assets) in 1950 and f4,576 million in 1960. 
(3 .8 per cent of assets) 
The major factor for this increase has been the changing pattern 
of Federal income taxes, as shown in Chapter III. 
RAilROAD BOlll""DS 
As a percentage of life insurance companies assets, railroad 
bonds reached the lowest point since the 1870's• In the early 1900's, 
when railroads were still in their period of great expansion, their bonds 
represented about one-third of all United States life insurance company 
assets. 
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The railroads' total long term debt has remained relatively stable 
since 1955. The opportunities for long term investment in railroad bonds 
are limited and not very attractive, due to the financial difficulties many 
railroads are encountering. 
PUBLIC UTILITY, INDUSTRIAL, AND MISCELlANEOUS BONDS 
lthough the percentage of public utility bonds to total assets 
has been decreasing, the dollar amount of investment has been increasing, 
in 1956 being 14,250 million and, in 1960, il6,719 million. Industrial 
and miscellaneous bond holdings have increased steadily in line with the 
growing economy of the United States. 
The attractiveness of net yields in this category is one of 
the major reasons for the increasing earning rates . A large percentage 
of these bonds are purchased by direct placement; that is, they are not 
publicly offered. The advantages of direct placements in acquiring bonds 
are reduced costs and high rates of return. The work involved in the 
analysis and negotiation of a small investment acquisition is usually 
just as great , and maybe even greater , than in the case of a large ac-
quisition. Direct placements are usually quite large . The investor may 
also bargain for extra yield at least equal to the savings in under~Titing 
cost to the borrower, and frequently more besides . 
STOCKS 
Generally, stock holdings have increased as market prices have 
risen. The valuation of stocks greatly influences this category, since 
they are carried at year- end mar ket value (see Valuation of ASsets) . Ac-
quisitions in 1960 totalled ~655 million and were up 27 per cent over 
1959• Sales during 1960 were ~310 million. 
In 1960, approxixnately two- thirds of the stocks owned were common 
stocks , the remaining one- third being preferred stocks . In recent years , 
the largest increases in stocks owned have generally been in industrial 
and miscellaneous stocks , although in 1960, preferred public utilities 
showed the greatest gain. 
MORTGAGES 
This category usually invol ves a high rate of return and a high 
degree of risk . Investment in all types of mortgages have been increasing 
since 1956, with the exception of non- farm mortgages guaranteed by the 
Veterans ' Administration. Forecl osures in recent years have been very 
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TABLE VI 
TYPES uF ll!lORTGAGES 
OWNED BY UNITED STATES LIFE INSURANC1 C01vlPANIES 
(ooo , ooo Omitted) 
NON-FARM NON-FARM NOH-FARM 
YEAR FARM F . H.A. V.A. CO:NVENT IONAL TOTAL 
1956 $2,481 6,813 $ 7, 304 16,391 $32,959 
1957 2, 584 6,964 7, 721 17,967 35,236 
1958 2,667 7,671 7,433 19, 291 37,o62 
1959 2, 827 8, 523 7, 086 20 , 761 39,197 
1960 2,982 9, 290 6, 091 22, 598 41 , 171 
Source : Institute of Life Insurance 
small , being highest on those loans guaranteed by the United States 
Government . 
TABU. VII 
FORECLOSURE EXPERIENCE OF REPORTING LIFE ll~Su"R.ANCE COMPANIES 
P:b;R CENT OF TOTAL ~:ORTGAGES OUTSTAIIDING 
TOTAL 
YEAR FARM F . H.A. v • .a. . CONVENTIONAL llORTGAGES 
1956 . 05 . 05 . 08 . 03 . 05 
1957 . o6 . 05 
· 09 .04 . o6 
1958 .05 . o6 . 13 .04 . o6 
1959 .o4 .o6 .12 . 05 . o6 
1960 . o6 .09 .12 . OlJ. . 07 
Source : Life Insurance Association of America 
Data is for between 62 and 71 life insurance companies holding from 
75 per cent to 80 per cent of the total assets of all United States 
16 
life insurance companies . 
REAL ESTATE 
Investment in real estate has been increasing dollarwise since 
1946 and reached a record of $3 .8 bi llion at the end of 1960. By far , 
the biggest part of the increase has been in commercial and industrial 
rental pr operty holdings , which increased 247 per cent during the past 
decade . 
TABLE VIII 
TYPES OF R.l!iAL ESTAT.S 
OWNED BY UNITED STATES LIFE INSURANCE C01.:lPAl'HES 
{000, 000 Omitted) 
COlVJPANY 
YEAR USE RES IDEl'J"T IAL COMl..JiERC IAL OTill.R TOTAL 
1956 $ 680 f$ 437 $ 1, 679 !ill 21 $2, 1:317 
1957 791 438 1, 867 23 3, 119 
1958 853 425 2,063 23 3, 364 
1959 964 414 2,243 30 3, 651 
1960 1, 046 401 2, 277 L~l 3, 765 
Source ; Institute of Life Insurance 
Earnings on this type of investment have been quite favorable 
and is of ever growing importance in the formulation of investment 
polici es . 
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POLICY LOANS .AND MJSC.ELI.ANEOUS .ASSETS 
Life insurance companies have little control over the investment 
in policy loans , since they are part of the contractual agreement . Hi s-
torically, general economic conditions have been a major factor influencing 
policy loan rates . Changes in the ratio of policy loans to total assets 
have generally shown a close relationship to business conditions . This 
ratio had ren~ined relatively stable from 1946 to 1958 and rose moderately 
the past few years , reaching 4 .4 per cent in 1960. However , it is still 
small , compared with the ratios recorded in the decades prior to }' orld 
liar II . In 1933, for example 1 the ratio was 18. 0 per cent . 
Miscellaneous assets consist mainly of cash, due and deferred 
premiur~ , collateral loans , amounts receivable and special investments, 
such as transportation equipment on lease to railroads and other corpora-
tions . Transportation equipment investment is a fairly recent innovation 
and has proven quite satisfactory to those companies who have used this 
type- of investment . 
OUTLOOK FOR Tl-IE FUTURE 
The trend in investment policies as show.n on the preceding 
pages seems likely to continue . The latest available figures for 1961 
are shown in Table IX and illustrate this point , insofar as 1961 is con-
cerned. 
Yields for acquisitions during the past few year s have been 
greater than the overall yields in all invested assets . Life insurance 
companies are interested mainly in long term investments and the port-
folio turnover is about ten to twelve years . Thus , yields will continue 
to increase somewhat as more of the assets acquired many years ago have 
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TABLh IX 
ASS.&TS OF UNITED STATES LIFE INSURANCE COlVlPANihS (ooo, ooo Omitted) 
NOVEMBER 3 0 I PER NOV EVillER 3 0 I 
1961 CENT 1960 
United States and Foreign 
Government Securities ~ 6, 608 5·3 $ 6, 783 
State and Local Bonds 51525 4.4 5, 005 
Public Utility Bonds 161170 12.9 15,924 
Railroad Bonds 3,663 2.9 31750 
Industrial and Miscellaneous 
Bonds 261810 21 .3 25, 108 
Stocks 61830 5·5 61029 
Mortgages 43 , 815 34.8 41, 521 
Real Estate 3,952 3. 1 3, 851 
Policy Loans 5,683 4 .5 5, 225 
Miscellaneous Assets 6, 650 5·3 5, f:J70 
Total .;125, 706 100.0 ~119,066 
Source: Institute of Life Insurance 
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PER 
CENT 
5·7 
4. 2 
13 .4 
3.1 
21 .1 
5.1 
34.9 
3.2 
4.4 
4.9 
100. 0 
been liquidated. Many economists believe that capital demands during 
the 'sixties will continue to press against available supplies and in-
17 
terest rates will tend to be firm at around the levels reached in 1960. 
If this holds true , then the yield on all invested assets will reach its 
peak sometime in the ' sixties , The near future outlook, insofar as in-
vestment officers of life insurance companies are concerned, was stated 
by Mr . Byron K. Elliott , President of John Hancock lvJ.utual Life Insurance 
Company, in an item appearing in the December 28, 1961 issue of the John 
Hancock News Weekly. The item reads in part: 
President Ell iott l ooks for a greater demand for credit by 
business during the first six months of 1962 and does not 
expect much change in long- term interest rates within the 
next several months. The higher percentage of Hancock ' s 
new investments during 1961 went into industrial bonds and 
residential and business mor t gages where more favorable 
returns are available , There is nothing in sight which 
would alter this policy in the near future . The Company, 
on the other hand, has continued to reduce the purchase 
of public utility bonds , 
The demand for credit , however , vdll not be uniform each year during the 
' sixties , because fluctuations in general business activity and in capital 
expansions are inherent in a dynamic free market economy. 
CONCLUSIONS 
The pri~ry purpose of any investment policy is to obtain the 
highest return commensurate with safety. The investment officer deter-
mines the safety of any investment , but it is the accountant who deter-
mines which investment gives the highest return, A high yield on any 
given investment does not mean that a high net yield will result , Past 
experience usually indicates what costs are involved before purchasing a 
new investment , including maintenance and servicing costs , as well as 
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Federal income taxes. Every prospective investment must be thoroughly 
examined from a cost viewpoint so that investment officers rnay determine 
its desirability as to yield. 
The accountant may also point out where expenses of the invest-
ment department may be reduced,. if possible. Greater efficiency may be 
obtained through new procedures , such as the use of electronic machines , 
or by cutting out work deemed unnecessary due to changing conditions. 
The main function of the accountant, however , is to evaluate 
the records of the investment department and to sub~~t the results of 
investment policies to management . The records must be in sufficient de-
tail so that all necessary information may be readily obtained. Great 
care must be exercised to make sure that all laws and regulations of regu-
latory authorities are complied with and that investment officers do not 
exceed the limits for various types of investments , as prescribed by 
these regulations . The receipt of all interest and dividends must be 
properly allocated to each type of investment arrl good judgement must be 
exercised in the allocation of expenses . Assets must be properly valued 
in accordance with regulations , since these valuations are most important 
in the determination of yields . Federal income taxes must be completed 
so that the company incurs the minimum liability perrr~ ssable and does not 
overpay or underpay these taxes . In the performance of all the foregoing 
11 must" functions , the accountant renders great service to the investment 
operations and greatly aids the investment officers in formulating their 
policies . 
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ANNUAL STATEMENT FOR THE YEAR 196t 
OF THE_ ··-·----··--· ··-·-·-·-·· ····-····---·-· ·;;r;;;; ·;;;;; ··-;;;;;;~c;;_----····-··-··-·····-· ··· · ··· ··-··-·· ·····-·-···-··COMPANY 
LIABILITIES, SURPLUS AND OTHER FUNDS 
L Aggrqrate "'''""" lor life policiet and contracts (Exhibit 8) . . . . 
%. Aggregate """""' Ia< accident and health policiet (Exhibit 9, Part 1) 
3. Supplementary contracta without life contingencit-s (Exhibit. 10, Col 6) 
4.. Policy and contract c:laimt 
U Lile (Exhibit 11, Part I) 
4.2 Accident and Health (Exhibit 9, Part 2) 
5. Policyholders' dividend accumulation• (Exhibit 10, Col. 6) . 
II. Policyholdero' dividendo due and unpaid . . . . 
7. Provision for policyholders' dividends payable in following caJenda.r yea.r--es:timat.ed amou.ntl : 
- ··-····------f--
···-···· ----- --
-····· · ---··--t-~ 
···-···-·-------r---
···---------·----1---JI 
7.1 Apportioned lor payment to .. ·- ·-··- ·-····--··-··------ 19 __ 
7.2 Not yet apportioned . 
. · ··--··--·-···-·-·-··-··· 
8. Amount provisionally held for dderred dividend policies not ioduded in Jte.m 7 
9. Premiums and annuity considerations received in advance Je. '----··--···-·.diacount; 
including • ···-··-··-··-·······-··-· accident and health premiUIIII 
10. Liability for premium depotit fundS . 
ll. Policy and contract liabilities not included eleew~: 
·······-·-······-----~~---~ 
11.1 Surrender valuea on canceUed polic:ies . . . 
. . . . . --·-··-··-·-----t--il 
I 11.2 
··---·-···················-·-······················--····-·---·-···--·-------·-----·· ······--·-······-··-·-·--····· ···-·····----·--!--
11.8 
1%. -~----··--··-·-······-·-······-······-··-····· ·····-··-· ············-~- -----------·-········-···· · ·-······-·-·· ···--·-··-··· 
I 
·---·--·----r- ; 
' 
···-·-···········--···-r--13. Commissions to agents due or accrued- Life and Annui ty ' ···-·- ·· ··-·--· Attident and Health S ... 
1-l. Genera] expenses due or accrued (Exhibit 5, Line 11) 
···-·······-·------r--- i 
15. Taxes, licenses and fees due or accrued (including S ..... ·····-··----- U. S. federal income tax) (Exhibit 6, Line 8) ···-··-··-···---~ 
16. " Cost of collection" on premiums and annuity considerations ddnnd and uncoUected in exC'eSI of total 
loading thereon . 
17. Unearned investment income (Exhibit 3, Col. 2) 
18. Amounts withheld or retained by company as agent or trustee 
19. Amounts hcld for agents' account (including$ ..... ·····-·---- - - agents' credit balances) 
20. Remhtances and items not allocated . 
21. Net adjustment in auets and liabilities due to foreign ex~ rates 
22.. Liability for benefits for employees and agents if not included above 
23. Borrowed money • ·······-· ·-·······- ·········· and intt!f'elt therron •----·-
24.. Dividends to atoc.kholdcn declared and unpaid . 
25. MiscellaneoUs liabilities (give items and amounts) 
25.1 Mandatory &ecurities valuation reRrve 
25.2 
-----··-----·-------·----------·-·-··-······-·-----------····-----····---···-·····-······-·-·---···-
26. 
25.3 
25.4 
25.5 
25.6 
25.7 
25.8 
25.9 
--··---··--·-··--·-··-·-·-··-··-··-··-··-·-··--·--··--------·-·········-······-···-·····-·····-···-··--·-···· 
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TOTAL <U- 2 to 6 iDCiuoiw:) . . . . . . . . . 
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*EXHIBIT 4-CAPITAL GAINS A..'\"D LOSSES ON INVESTMENI'S 
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8. Fomgnex-- XXX XXX XXX XXX 
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I I. N.t roali..d capital gain• ( + ) 01' Joucs (-) on a.eto di._.t ol durin& tho yur t _ l<oo '----·--·--.....reflected ia 
previou ytara..' atatemcnta . . . . . . . . . . . . 
12. N•t unruliud capital gaino (+ ) 01' ~ (-) ol tho yur ... , , .. 
• AdjuUMnts dw to .....-tiaalioft to be ftPOI'Uid ia EU.ibit I. 
- Ud.&.c • __ Aqweciatioa oa ral .tate i.d.t.d ia F.zlatit S. U.. 4.. 
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F.,... I ANNUAL STATEMENT FOR THI. TE.U. 1 ... 
' OF THE- --- - --·- ··--············-··-·····cw;;:;:-,;;;,;;-;,:.;;·;tc:;;;,.:;,- --------------COMPANY 
EXHIBIT 5---GENERAL EXPENSES 
1. - · · ··· · ··· ··· ··· · · · 
2. Salarico and ........ . . . . . . . . 
3.11 -contribution• lor- benefit plana lor- employe<o 
3.12 •ContributionJ for ~fit plans for agentt . . 
3.21 Payments to employees under non-funded benefit proerams 
3.22 P.a)-menll to agentt under non-funded benefit programs 
3.31 Other <mploy.., well""' 
..... 
(I) 
INSURANCE I>IVESniENT 
(I) 
TOTAL 
(.) 
··----··-·---!--·- - ·--··- ~----------;t-··------­
----····-·- ·---- ---··---·-
----+ --·-·---··--
-~·-·· · · ·--···· ····-··-·-·-·· --··---·--···~·· ~--- ·------ ---··-·~---·-···-·-­
···--------·-···----
·-·-··-·--
------ ---------
-~--------- ---··--·-·--~·-· 
82 
3.32 Other agent well""' . . ________ :_ r-·---··--··-·- ---~-- ~-
' 
j 
·~ 
I~ 
3.4 - ------ ·- ·--···- ·-·- -------·-
4.1 Lcpl l..,. and .,._ 
4..2 Medical examination fees 
4.3 Ioopection report 1..,. . . 
4.4 Fees of public accountants and consulting actuariet . 
4.5 Ezpen.e ol inveatigation and .. ttlemeot ol poljcy c1aimo 
4.6 
5.1 Traw:ling expeMeS . 
5.2 ~og .. ... . ... . 
5.3 Poot:age, expnoa, tel<gTapb and ulephono 
5.4 Printing and stationery 
5.5 Cost or depreciation of rum.iture and equiJl'llM'Dt 
5.6 R.aoal ol equipment . 
5.7 - - -····-···-- -·- --------··--·-···········-····-· 
6.1 Boob and periodicals . 
6.2 Bureau and UIOciatioo dues 
6.3 Insurance, except on real Cltate 
6.4 Mi.cellaneous lo.ea 
6.5 Collection and bank aervice chargs . 
6.6 Sundry general expeoees . 
6.7 Group .ervice and administration fees . 
6.8 ----·· ·· ~~~-~ ~-·-··-··-·····---------~~--~·~·~······~·~··~~~· 
7.1 A_.,::y expenoe allowliJJOO 
7.2 Agouts balancea cha~ orr (Ieos '···--~·-~·····reco.....:l) 
7.3 Agency conferences other than JocaJ meetings 
8.1 ----~----~· ······- ············-···-··---~---~-~-~~-~~~-
8.2 
9.1 Realeatate expemea ." • • •• 
9.2 lllYeStrnent expenaes not included eltJeWhere 
9.3 ----···· ~····--~-----~--~~-~~~·~·-··-·-~·~~·-···~~·· 
10. GENERAL EXPENSES PAID 
11. ~expenses unpaid December 31 , current year 
12. Guaa-aJ expenses unpa id December 31, previous year 
13. General expenses incurred during year {lO+J 1 - 12) 
·~---·-- ~--~-··-~-·····-·-···-­
········-~----·----- t----~- ---~---····-·-· 
····~·------- t--·- ·~---··-··-·---­
···-----·- t--·--·~·'·······-·---··-·· 
~-----·---··--- -·--·-~~---·~~-~~--~··· · · ··­
···~-~----·~--~~·-·-·-- r----~-~--- ---· 
·~·~------- t--··--~----·-······­
··------·--·-- r-·-··-··~-----·-·-·-­
·····~--~---~·-·····---·-· r---··········-----·--
-·------··--- ··- ·---·-······-~·-·-··­
~---·--·--~-········--·- !---·~---·-··-··-~---·-
····--~---··-- r-----···--~·-·--·-
--~---·---·----~··- ·---··--···--~--~- ·····-----··--··-~-- r----~····---~~----·­
····~~-~--~--~~--~---·-·-- ·-·-··-··-··-··-·~~~~----~··· ·~·~-~---~-·····~-~-~~~- r--~----·-··-·---­
~-~~--·······-·-··-··· · ·-···-· ·--~-··~--········ · ·-····~~-~~ ~~--·······~-~----··-- t----·--~----··-·-·--·-
-~·····-·-~~-~----···········--
~-~--------··-····--
~--···~··-~---·····--····-- r--~--~-~·-·---·--~-
~~~~--··--·--·--- ····-··- ~····-········· ~~~~-~---·-····~~-~~---·---
~~--~·····~·--·-·····-··-- -·········-·~~~~~-~~----···-·-·~ 
(To ~%7. EaWllitl2) 
····~~~~~~~········ ·····~~~- -~~~~~--~-~~·············~~-~ . --~····~~~· ~·~······ .... 
CT• h~ iJ. hae •> <To U. 2 EaWWt 2) 
A. Compensation to agents on a plan othff than commissions, included in Col. {1) : First year 1.. ·····-----· R~·aJ S ···-··-···--·-· ············-··-··· ....... . 
B. Agency supervision, except Home Offi~. included in Col. (1) : Line 2 1 .......... : ... ··- .. , Line 5.1 I ......... . .. , Line ___ • -····- ·······-··········-····· 
C. Branch office expenses other than those in A a nd B included in Col. {1): Line 1 $.. . .................. , Line 2 I . All otPer lines 1 
~ ittml include,_ 
t 
~J================================E~X~'H~IB~I~T~&-~T~AXE~~S~,~L~ICE~~~S~ES~AND~~F~E~ES~r===========r====================ll 
JNSU• NCE INVESTMENT TOTAL 
.,.. : - , .. -
~J=====~============================================1f======L>ng(l~) ======f=~===E=n~(~,)~H=~==~=if=====~~~)~=====t======~(~4)~====lF==========tE~~~~~~~~ 
~ t E: -r:.:.:::::::~nt. lken ... and 1... . =::=::::=:::::=:=::: __ ···-·· ··~··--·············-····· :::.~~-=~--= :: .. ::::::=-L-···· . -~=---~=--~-.=.~ 
4. ~state taxes , incl . I ···----·------------ _____ Social Security ::::=::=:::::::::~=:=::::=:::=: ··::::::::::=::=~:~~=::~~=···· · ··· .... ~=-=~~:=:~-= ==-~= _··~·:-~·- ~~:.:=·= 
5.1 U. S. federal income tax . ··········-··········-·········-· ····--··----·-··············-·· 
, :~ ~~;s~:eral taxes, incl . '········~···~·~~· .~Social Security ~~··········· .... ····~······-···-· ·--·~-~- ~-······ ........... ::::::::::::- ~ .~:~~: .· ·.::~~~I_--~~-··~:··~~:-.:::-· 
;: ~=~:;;;L~;:~ ;;;;;;;~ ~:: ;.:~:~:;:.; ······~··················-···--·~· :~::::~:~ .. ::: ·::~~~:::·::=l=~~?-~:~; 
JO. Ta.~es. licenses and fees incurred during yea r (7 +8 - 9) . 11--"'-----rr...._- +-... """=-------it''-'"'-'rr."'""'-.,-'-, - .-., -;1:..~--=~~"'~~~'"~~ '"~-~""·~~'"~··'"~~'"~·~"'~~·="'if 
1 . NOTE: Caaadian and other l!ftira tans~ included appropriaU:Iy in Lines 1, 2, 3, 4 and 6. r .r ~...:..'. ,. -l.ol EXHIBIT 7- DIVIDENDS TO POLICYHOLDERS ........ .....:::..._ _ _,___, 
{1~. -------------------------------~==-=-----------=----=---------~--------~u~n~------=,--~.ao~~~~~==~~~TR~--~--------gq----=='llt~-;~ I. Applied to pay ~newa~ premiums . . . 
2. Applied to shorten the endOOA-ment or premium-paying period . 1----------1 - ·· - - - - ---- - E: 
3. Applied to provide paid-up additions ~~ 
-4. Applied to provide paid-up annuitiel r-. 
: : Paid inT= ~~"~ 1.-4. . . . . . . ----------1 ===~- --------· ~ ~0 
~ Lelt on d•pooit with tbe company • l === f; 
~~: ~-~~~~~::~~~~~-npa-~-id·-;;~~=·:~ :.-~; =========- .. : 1!·-
11 . Provision ror a nn ual diltidend policies, including · ··-··- ----· ... , - ------- -1 ~ 
tl'rmi nal dividt-nds {h em 7, Page 3, in part) . ·. . - --------- - - r 
12. Pro, ·ision ror ddMTt"d dividend policies ( Jt~m 7, Page 3. in part) -==========· --·· ····-···-·-··--·--·--····- - 1 J3. T onL LIN ES 10-12 - _ 
14. Line 13 of pt"Ovioua y.-ar . . . . . . . . . . ----------' ----- ---~ 
13. T OTAL DrviDESDS ro ! O!-JC\""HOLDERS (Linn 9+ 13 - 14) • ~ 1 
• CTollmt~~ .... t l CTo I-ll! ""t 
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II ANNUAL STATEMENT FOR THE n:AJt IMt 
OF THE--------·-··-········-··········-~~····~··· ·· ····;;;c.;;;·;;·;;;;;;;;:c;;;;;;,:;)-··--·---·-··--··-·-·----·COMPAHY 
EXHIBIT ~AGGREGATE RESERVE FOR LIFE POLICIES AND CONTRACI'S 
VALCA'hOIC5T._..... 
(Indicate mortality vwf int.ft'ftt t.- aftd n.._tOI -u.od..,. ,_,..., ;.-
aDd in *oerol .nntritift ieclinite: ~ ~-• ..,_..,....,) 
(I) 
A. Lrn I""ua.urcs : 
I. 
2. 
3. ----------=------~-
.. 
5. 
6. 
7. -----------------·-
8. 
u. --------···--------·--------
10. 
II. 
12. 
13. 
lt. ---------·----·----------·-··· 
15. - ---·---·----·------····-·· 
16. --------------------------------------
17. ··~----·-··-·----------
18. ·-·-- --------------·--
19. 20. _______ ....;... ________ _ 
21. 
22. 
23. 
24. 
25. 
TorAL (Gn.o) 
Re~ .. 
TorAL (Net) . 
B. ANNUITIES (excluding supplementary contracts with life 
contingencies) : 
I. 
2. 
a. 
.. 
5. 
6. 
·---~------·-----··-· ···· ·· 
-------------·------···-·· 
-------'---·----·-·-··--·-
------.-----·---··-··-~· 
7. ··-----·----------·--·-·-·--··-~~--~·-··· 
8. 
9. 
···-··-·--·-·---.,.-'----·--···-··----~·-··-· ·· 
------------·-------10. __________ ..:.._ ________ ~·-·-·· 
II. ---~---------------
12. - ···------------ -------
13. 
](. 
15. 
16. 
-·---------------·-··-~·· 
--------·-·---~-·-··---~···· ·· 
17. ---- ---·------------- ----·-
18. ·-----·--····--·-··· 
19. ·---·--······-
20. ---~-·---··· 
1-
X 
_x 
_x_ 
_x 
.X 
_x 
X 
X 
X 
X 
X 
X 
.X 
X 
_x 
X 
X 
X 
X 
X 
I-..-.. 
(I) 
X 
X 
__x 
X 
X 
X -
X 
X 
X 
X 
X 
X 
X 
X 
_x 
_x 
X 
X 
X 
X 
X 
X 
_x 
_x _ 
_x 
X 
X -
X 
X 
X 
X 
X 
X 
X 
X 
_x 
X 
X 
X 
X 
X 
X 
c-.. 
(6) 
----
-- --- ~ 
---
--
-~-
[ 
~ 
!.'e 
!;r,. 
:t· 
~ 0!' 
~ 
21. ·-----··-·-
.22. --·-··--·-------·------~· t------t--~--X-- -X--+------1------1----Il:-: ~ v v ; X X [~. 23. TOTAL (Gna) . • • • . . . . . . . . . . . 24
" ReU\surance . . • . . • t======:f:jt=:i:=:3t:+:=======i======:t====ll~ 25. TOTAL (N•t) . . . . . . . . . . . . . . . . 11' 
C . SUPPLE.Jr{Ef\"TARY COSTI.ACTS \\"rTB l...rn: CoNnNGKNCRS : 
y 
_X 
v y y l' :~ 
t? I. 2. 3. --·-------~-----··· ----------·--·-·· 
•. -·-··---·-------------- j- ----+------1-------{-----+---1 
5. TOTAL (G...,.) 
~:" 
6. Rein.uranoe . 
7. TOTAL (N•t) . 
D . ACCIDENTAL DEATH Blt!C'Un'S : .. 
--------------~ 
I. ·---~---~-----·-----------·--·---·· 
2. 
'!-~,. ~ --~~=-;=ern-:=·-:==)======~~============== t-------r--------1-------~-----~~---~~~ 
6. Reinsurance . 
7. TOTAL (Net) . 
E. DISABIUTT-ACTIVlt LivEs: fi: 
1. ------~---------·----··-·-·-
2. ·-··---~-----·- ---·--·---·---· 
3. ···-·-·-~~---·---------·-·----·---· 
.. 
5. 
-----·--------~-·-----··--
-------·-··--·----~ 
6. ---------··-----~- :-= 
7. Tor.u. (G...,.) 
8. Rlfinsw-ance . 
9. Tor.u. (N•t) . 
F . 0JSABIUTY-0JSA.IlLED Lrva: 
I . ··------··--·-----------··--
2. ···-·· --·-·-·-~-~-------·-·--·-·-·····-··· 
3. 
--------·--·-·--
•. --··-=-==============:=:_-= 5. ---
"" 
~ 
tp.. 
6. ---·-------·-·-··--- -- t------+-..:...._ __ .:...._+-----+-----1---~· 
7. Tor.u. (Gn.o) 
8. Rei......-.na: . 
9. Tor.u. (N~tl . 
~ f; 
~ 
u 
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ANNUAL STATEMENT FOR THE YEAR 1 ... JJ 
i-" 
OF THE .. ---··-··············-··········-························ ·······io';<;;-;-;;;;;;·;;;;;;·;t·c;;;;;;;,-----·····-································ .................... , .... COMPANY 
J•======================================================================·~~--~--1 ~;>· 
EXHIBIT 8-AGGREGATE RESERVE FOR LIFE POLICIES AND CONTRACTS (Continued) 
V.6.U7.t.'h0llf Su,..u 
Oadiate ~ a.d ia\ftftt bun aad nl•U. 
aniiGd br ,..,.. ol --) 
(I) 
G. ~hscEU.U!EOus Rzsovu; 
Tm.._ 
(2) 
loownw. 
(J) 
o... .... 
(f) 
C!uJcrp 
(O) 
1. For exceM of ,-aJuation nt't premiums ~ C'OI'T'HpOndinc 
grou pnmiunu oo resptetive polic.iet, computed accordinc 
to the a:ta.ndard of valuation required "by thta state . . . . 1--- -----l!---- - - -----f---------11 --· --- __ 
2. For non-deduction of dderred fractional premium• or retum 
of prem.iuma at the death ol the iniU~ . . ...... t--------fi---------11--------+ -----
3. For aurre:ndU" ,,.-a.Jues in~ of~ otherwiee rtquiftd 
and canied ill tlu .. chedule . . .... . , .. t----- ---tt-- ------ - 11- -----
----·--·-··-----------------·-··-·--···---· 
-------------·---------------------------·-·----·1-----~l-------+------
r 
r;-
,, 
(f 
~~ ~ c 
r 
4. 
6. 
6. 
--------------------------------------------·· lf-- ---~i--------+-----~----------1'--· k 7. Tor~ (c.-) . 8. ~--
9. Torll (Net) . . 
H. GIW<D Torll (Net}--ltem I , Pago 3 . 
EXHIBIT SA-CHANGES IN BASES OF VALUATION DUJUNG THE YEAR 
(lncludln& aupplementary contract• aet up on a basi• other than that uled to determine beaelta) 
.., VALUATION BASES IMCUA.a or 
~c 
;o::. 
t.: 
I:C DucalrnOJII Oil VALUAnOM' Cu..n AC1"U.uuL R&a:aft _.,JI=---~-------------==----==----=-=------------------=-------------*-----Ou--•.o_w_n-=o"--~=+----~C~~ "-"-m·ro--=-~~==~D~w~ro~Qu~~·~~=-~=-==•lt 
·. 
. l ~ ---------------~-------+------~------~·---------
.2 ----
Bl~---------------------------~--------~-------~1------·-
6l~----------------------~----~--------~ ---------
TOTAL (to- ..;th Item 7, Pago 6) 
1. Hu the com,_ny ner ~ both participatinc and 
.... ,.rua ...... poticioa? .......... -----
2. Draa the 00111puy a t pr-eeat t.ue both participatinc 
irtno~~~~-.!.t.Anwu: ----
Alfswza: ---------------
8. State tht: amouot ol ~. il u y, Oft wiUdJ tbe 
rro- premiums are a tiaaa die an prem.iwm ac:cordinc 
to the llandard ol va.haata r.qu.ired by this State. 
"'""""' •·-,:------:-::-:--:--:----
The additioaa.J ~to cower~ in en- pre-
miums m~at br i.oduded i8 Edu'bit 8. If DOt reported ill 
G. 1. abow, ltatc amouat • - - --·- -----
4. ~!!:s~~J::Z:r~~~fractional 
• AxSWKa: --------------
GENERAL INTERROGATORIES 
5. State the amounts ol insurance in fomr unci« eKh ol the followinc plans : 
NOM· PunctPA.nHc; 
Ordinary • ---·-·---
Group . ·- - -----
Tm.u.s . --- ·----
Annual Od. 
Div. Div. 
ft. h any aurrenckr value promiad in es.r:a~ of the I"Hft'W u ~fly com-
puted? Awswn: .. ·-·-.. --·-·-·- If 10, the amount olsucb f'UlHI 
mwt br iDduded in G.3 aboYe.. Hu tlais been donel AxSWEa : ---·---.... -
7. Attach sta tement ol methods emp&oyed in tM V11l•tio. 
ol policies iMutd at, or sub.equen..!!l:: subject to, aa atra 
pmnium or in the valua tion of ro;On othenriR --.t 
r.:!tvrs orc~~~i~:..~~ o,:;ern.o :.::,~ 
surance). 
8. Has the company any a..e.mmt or stipulated ~ 
policies in fomr? 
AHSW&a: ------.. ·- ·-·- --U., state: Amount ol in.uranc:eL. _ _ _______ _ 
~:~-~~~============== Bat.isoi ~Jar~b: 
Batis oltpeeial ~b! 
EXHffiiT 9-AGGREGATE RESERVE AND POLICY CLAIM LIABILITY FOR ACCIDENT AND HEALTH POLICIES 
(I) 
GaouP 
Accu>BHT 
AHD Hv..LTR 
(2) 
Aa:mENT 
ONLY 
(3) 
PART 1-Aairea&te R_..e 
l. UnearMd p!"mlium ~ . . . . . . . . . . . 
--·-
2. Additional re.erves for guaranteed renewable policies _ _ ------
3. Present valut: of amounts not yet due on claima . . . !- ----
4. ~~~C:!!'~~=~ent .~~ ~d~~ ~-~-i~ H------*------·H------
INDI VI DUAL POLICIES 
ACCIDI:JfT 
ANO 
HLUnt 
(f ) 
Nox-CA.I'C&LL-
uu: AOCIDbT 
• 4HD H&41.TII 
(5) 
(" 
r;,_ ,. 
i• 
l·,.,. 
["' ·: 
;.~-
t: 
~~::· 
S: $-
·-
E::;: 
~~-. 
· ... 
;; 
,·•· 
f,> k: 
' 
·-
·- -
6. 
6. 
7. 
8. 
9. 
-------------------------------·n-...:..=-==t======+=====+==----=+-----+---~-lr""-'--
------------------------------------lr-
TorAL (c.-) . 
t:;: 
~ 
i_ 
Reinaura.ace . . . 
TOTAL (Net) (to )""" 2, Pago 3) . . 
Part l-Policy Claim Liability End of Current Year 
I. Due and unpajd . . . . . . . . . . . . 
2. ln coww of eettJemeat . . . . . . . 
3. Incurred but~ (leoo reinourance) 
--------4. Tor.u. . . . . . . . . . . 
5. t.e. reinsu.ra..nc:e oa reported claim• (ScheduleS) . 
6. NET WBIUTT (ID Item ti, Pogo 3) .. 
fl nd udr: portiorl ol G.ab1it'' applica~ 10 aNOurned "accrued" pll)'nKnll. Rncn~ fOf" unaC'n"Uf'd paymnll!l appMit"J in Item 2, Pa~ a (.ee Part 1). 
EXHIBIT tO-SUPPLEMENTARY CONTRACTS WITHOUT LIFE CONTINGENCIES AND DIVIDEND ACCUMULATIONS 
J i 
= • 
VALUATION 
RAT£ 
(1) I I 
CONTRACT 
RATE OR 
RATES 
l 
(J) 
----- --------
SUPPLEMENTARY CONTRACTS \\'ITHO\TT UFE CONTINGENCIES 
Puu.JtT VALtra 
"'""""'"' NorYn Dvs (J) 
--
""""'"" ........ 
-
(f) 
TOIAU 
(6) 
II 
DIVIDEND 
ACCUMULATIONS 
" 
<eJ r 
!,J-----------~-----------*------------- ------ +-- ------ -------+-------------~~-------------+r __ ___ 7l Tor•u (as por Items 3 aod 6, Pogo 3) . . h 
._,,_. 
~ .... 
n; 
~~~ 
!:~ 
! 
~r. 
~r 
;: 
;:t 
I 
tz.': J 
.•· · 
,, ..
r"-
I 
1
. d'r'il~ Uliiih Tliiil rirmif·r..liihmmt:iYd wWr ·· .. .. ... i l.i;- iii I i '*eiioT• . < ' i' 'ib dw ii Pi ,.\·AeeH·i:i"l t.L .. <;c,w-j 
•:l ' ' 
r.'~ l .
,...., I ANNUAL STATEMENT FOR THE YEAR 196t OF THE .............. .. .............. ...................................................................... ...................................................... COMPANY 
rw• ....... " -- •t~J c 
EXHIBIT 11-POLICY AND CONTRACT CLAIMS FOR OTHER THAN ACCIDENT AND HEALm POLICIES 
- --==-- o= -=================· 
t. Due aftd unp.,id 
2. In coune or .ettlement : 
2.1 Re.i sted 
2.2 Other . 
3. lncurnd but unreported (leN reinsurance) . 
4. Total 
6. l...na reinsurance on reported claims 
(Schedule S) . . . . . 
e. NET LrADIUTV (Column 1 to Item • . 1, 
TOTAL 
(I) 
INDUSTRIAL LIFE 
{ltte~.UOINO TOTAL 
AND PXIWAifJCNT 
DtiAIUI.ITY AND 
AcctOKMTAL DKATM 
R KNII.PITI) 
(~) 
PART 1-Liablllty End of Current Year 
Lrn 
IMIUUNCit 
(!) 
ToTAL AlfD 
PKIWAN&MT 
OttAIILITY 
(4) 
ORDINARY 
AOOIT10NAL 
Accmii NTAL 
Dun 
(!) 
ltmtVIDUAl. 
ANMUtnlt 
(ft) 
Sutft.IN'ItNTAit 
CONTU.ctt 
(7) 
L•n 
htiUUtiCII 
('I) 
GROUP 
ANNvma 
('I) 
Page 3) . . . . . . · ~·--'-----.JL,..~----""""'-------1-------!----.----!,--~----J-------...!.-------!...------•-------"'~ 
•t nchtdinr matured ~dowmenu unp111d amountin1 to •--·-~········-···-··--··-··-·· ••tncludlnt matured endowmen t. unpflld amountln1 to • ·-·····-·····-· 
fl nctude only portk»n ol lt.bilit y applicable to ••umtd "accrued" payment .. Re111tf'Ye for·u.naa:rued peymenu, • -···-·············-······--... appranln Item 1, Pap a. (SM E..hlblt 8, Secdon F.) 
TOTAL 
(I) 
INDUSTRIAL LIFE 
(INCLUDING TOTAL 
AND PU .XANI!Jn 
Oti.UILITT Al'fO 
Accroan.u Dun 
B&tfUtn) 
(~)· 
PART l-Incurred Durin& tbe Year 
Ltn 
I MIUIAMCC 
(3) " 
TOTAL AMD 
I 
Puv.t.MSNT 
DtiAIILIT'I 
(4) 
ORDINARY 
AomnoNAL 
AccroaWTAL 
o.. ... 
<•> 
GROUP 
I I 
IM1HYJDUAL Sunt. .... ,.,. • .,. L'" I Atunnnllt COMftACTI 1MU1Aitn Anotnu (ft) (7) ('I) ('I) 
--"=I 1- - 11-~-+----t----t----r----+-----+---f 
1. Stttlcmcnu during the year 
2. Deduct rein1urance . 
3. Net aettlcments (Line I minu1 Une 2) 
4. Net liability Dettmbor 31, current year_ from Part t 
6. Amount. recoverable from rcin1uren December 31 , 
prcviout year . 
&. Line 3 plus Line 4 plus Line 6 . 
7. Net liabili ty Dcccmbt:r 31, prevlou• year .... 
8. Amotmtl recoverable (rom rcln11uren December 31 , 
cumnt year (Schedule S) 
0, u.,. 7 plus u.,. 8 . . . . . . . . . . . . . 
•tnctudl"' m.aturtd endowment. •mountlnt to •····-·-········-······--.In Une t and · ·······-··----········· .In Line 10. · ··-·--···& ···-·-·-- -· ·--- ·· ·-···-- _ ··- -······• _ ~ ..................................... -· ··- _ -··- ~······-··-··-··-·····- .... -···- __ _ 
fEqual• .um of Uttn UU, 17 •nd 22, Eahlbh 12. lnc:ludet *····-····-··-···-··-·····-··-··-··-··-Pftmlum• w•lved under total 1nd Pmn•~nt dl .. tMllty benelh.L 
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OF THE ....... -----··-··----·-----·: ............... iwri;;·;;·;;;;;:;;;;;;.::;;;c;;;;;;;)--····-········-····-·-----·--COMPANY 
EXHIBIT U--RECONCILIATION OF LEDGER ASSETS 
INCREASES IN LEDGER ASSET8 
1. Premiums on lire policies and annuity c::on.KJ~tions (tee ~ibit 1, Part 1) 
2. Accident and health cash premiums, including 1--·--·- ··-··-· ·-···· ·····--policy, rnembenhip and other ftoeS 
3. Considn-ation for supplementary contracts with life contingencies . . 
4. Consideration for supplementary cont.racta •·ithout life contingencies including 1--·····-·.-------diaability 
5. Dividends left with the Company to accumulate at interest . 
6. Interest, dividends and real estate income (Exhibit 3, Column 1) 
7. Increase of paid-up capital during the yar .. 
8. F~m other oourceo (give itema and &D1011Dta): 
1 -
•··--···········-'-··---+----·--11 
····-
8.1 ------·-············-·-·-----·----·-·-··---·-········-·· ··- ... ·······-·-----·-· ............. ·····--- --- ··----···-··- ··· ········--····+--·"···A 
8.2 ··---·--···--·-·--·--·-----·--------------·····-··-·····---··-··- ·-········---·· .... ····--··-······---- ···-- ··· ·-··- ···-········11-----ll 
8.3 ------·· ·····-··--·-··-··-------·----------·-················-----------·-·----··•· ·------ ···-- ·-·--··· t·-···-·· ······-···· ············t-·-··--11 
9. Bon-owed money grooo • ·······-···---·-·----; leoo amount repajd • -·---------·-·- . . 
. . . - - - - . ··-- ·--··········--··--·t-------11 
10. -·--------·-·--··--··--·----··-··-------·-··•··-·········-·····--·-··-----------······· ·- ·-· - -·-·-·--- t------··----···--··--·-1·· ·-
n. - ---- ---··-··---------------·-·······---··-········---------·············-·- --·······-··-- t ---··---------·----+--···-Y 
12. --------··-··-·-·-······-·-------·---··-··-······· ·············-···--···-···-···-·----·---··- ..... ····----------· t·------·-·····-·---+-·--11 
13. From saJe or maturity of ledger aMtts (Exhibit 4., Column 2) . . . 
14. · By adjustment in book value of ledge,. ueets (Exhibit 4, Column 1) . 
15. TOTAL INCREASES IN LEDGD AssETS . 
DECREASES IN LEDGER ASSETS 
16. Policy and contract claims : 
16.1 Life (aee Exhibit II, Part 2) 
16.2 Accident and health . . . . 
17. For annuities with life contingencies, excluding payments on supplementary contracts 
(including cash refund payments) . . .. 
18. Premium notes and liens voided by lapae, )ess $. 
19. Sur.render values 
19A. Group conversions 
198. Interest on policy or contract funds 
20. Dividends to policyholders: 
20.1 Life insurance and annui~ (Exhibit 7) 
20.2 Accident and health (Exhibit 7) . . 
21. TOTAL PArD PoucYHOLDEas .. 
22. Paid for claims on supplementary contracts: 
22.1 With life contingencies . 
22.2 Without life contingencies 
... __ ... rntor.ations . 
23. Dividends and interest thereon held on deposit disbursed during the year 
···-···-·--··--··---
24. --------··-··-··-··-·········----···--·-··-----·---------····-···················-·--···-·····-··-------- ·······-····-··-·--··---· , ............. .................. + ··---··-ll 
25. ---·-·---····-··················-·······--------------·-·····-·····-·········-·····-··--···--··------··-··· ·-··------------1-·······-·-----·--·······-t-·-·-il 
26.1 Life insurance and annuities (including$ . . _ . __ commuted com-
26. Commissions to agents (less commissions on reinsurance): E 
26.2 ::::~ a~d health (incl~d i~g S • _ . ·. . :Om muted com~i~) ··: __ ~--~~-~-- -~--------- ---
26.3 Policy, membership and other fees retamed by agents 1·.·····----··-··········-··--t···-···il 
27. General expenses (Exhibit 5, Line 10) 
28. Taxes, licenocs and fees (Exhibit 6, Line 7) . 
29. Decrease of paid-up capital during the year 
30. Paid stockholders for dividends (cash ' ----··-·----------------· stock • --·---- ·----··----) 
31. Borr-owed money repaid grosS 1-------··--·--- .. less amount bon-Owed 1-----------
32. Interest on borrowed money . . .' . . . . . 
33. -------·----------------·-··------·--·---·--·-·----·--------------·---··-·-·--·--·-·----·--- 1·------·····-·-·--·---t-····-il 
M. ··-··--·--------··-··-·····-··---·---·-·----·------·----·-·····-·----·········--·--------·-··-·-·--·-------- i-····-----·········-----t--·-ii 
35. 
-----------·--··-·-··-····-----·--------·-······---··-··-·-·-·-··-··--·--··--·-·····-··-·--·- ·····-··----1··-··-······--·--··············t·--···ii 
36. From tale or maturity of ledger assets (Exhibit 4, _Column 4). 
37. By adjus_tment in book value of I«Jger assets (Exhibit 4, Column 3 and Exhibit 2, 1..ine 4) . 
38. TOTAL DECREASES J.N LEDGER AssETS . . . • • . . . 
RECONCILIATION BETI\'EEN YEARS 
39. Amount of ledger aS&Cta December 31st of ptTVious year • • . • • . . • • . 
40. lncreue ( +) or decrease (-) in led~ aS!Iets during the year (LiM 15 minus Uoe 38) 
41. TOTAL - LEDGER AssETS DEcEwaEa 31st oF CoaRD'T YEAa .••...• 
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H ANNUAL STATEMINT FOa 11D YLUl 1 ... 
OFTHK---------------------..,~~.~--=.~--~ ~~==~------------------OOMPAHT 
EXHIBIT !~ASSETS 
1. JlaDdo .... ... .. .. 
2. Stocb ... . ...... . 
3. Mortpge 1oana Oil raJ eotate : 
3.1 Fuwt 1ieoa . . . . . . . 
3.2 Other than 6nt 1ieno . . . . 
4. Real estate (leN , ___ ., ____ encumbraDas) : 
4.1 Properties occupied by the company 
4.2 Properties acquir<d in oatislaction ol debt . 
4.3 lnveotment raJ eolate . . . . . . . . . . 
5. Policy !oana . . . . • . . . . . . . . . . • 
6. Premium notes (including S.--.. ·-·-·_____kw- 6nt yur 
l 
-----·--~---- -------1-----~---~ 
premiums) . . . . • . . • . 1-------+-------ll- ------1------~f------
7. Collateral loana . . . • . . . . . . . . . • . . . • . 
8. Cub and bank &pooits: 
8.1 Caah in company•• office . . . . . . . . . . . . . 
8.2 Depooits in banks and trust companies (Scl>edule E) 
9. --·-·----------·--·--·--·-----
10. 
11. 
12. 
--·-·-·-·---·-.. ------·---·-
Amounta recoverable from mn.utm . . . 
Other uoeta (ci~ items and amounts) : ....,.. 
12.1 Agents' baJanoes (debit $ .. _, __ ...... credit '---l !-------t-~------jf- -----+---'...,..':-- --JI- ----
12.2 Billa receivable . . . . . . . . . . . . . . . . 
12.3 Furniture and equipnlent . . . . . . . . . . . . 
12.4 Cash advanced to Of' in hand• of ofDoen: 01' a,ents . 
12.5 Loan. on penonal oecurity, endoned or -
12.6 ---·-------·---------- 1-------+-------fr------l!-------fr---'--. 
It::> 
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~ ~ ~-
f f,: 
tt 
13. ---·- ·---------------
14. 
15. . ~~ 
16. 
17. 
18. 
19. 
20. 
21. 
22 . 
23. 
M. 
25. 
26. 
------·----------
Life insurance premiums and annuity con-
siderations deferred and uncollected on in 
force Dec. 3bt of ClUY'OIIt year (leN mnour-
ance premiums) : 
17.1 lnduatrial UDCOIIected (excluding 
S.:..... _____ looding) ...... ----
17.2 Ordinary deferred and uncollected-
New buoineoo (excluding S----
Joading) . ..... ...... -----
17.3 Ordinary deferred and uncollected-
R~e-~(exduding $ ____ _ _ 
loading) 
17.4 Group life deferred and uncollected 
(excluding $ ____ ....... loading) . ------
17.5 Group annuity UDcoJiected (excluding 
$ .................. _ loading) . . . . 
17.6 TOTAL (to Col. 2) . .. 
Accident and health praniums due and unpaid . 
Interest and real estate income due and accnaed : 
19.1 Interest due aod accrued . . . .. 
19.2 Real estate income due and acaued . .. 
19.3 - ·--·---------·-------
Net adjustment iu aseets and liabilities doe to foreiau 
excilange rates . . . . • . . . . . . . • • • . • . 
__________ , __ , _________ _ 
·----.. -·---·---·-·-----
II 
·~~ 
';:: 
:t ~ ~ 
~-
--------11- -------jj------ g;: 
~ ------~---·------
1--·----
------
- -· --·- -- - ---
-·--------·----·-.. ___ , ______ j---------lf-------11-------- lf-----+--------" 
TOTALS 
EXHIBIT 14-ANALYSIS OF NON-ADMITTED ASSETS AND RELATED ITEMS 
([.Icludin& lnns=eat AdJU8=enta Not Lilted) 
EJmno 
Punovs 
v ... 
(I) 
Enoo 
COUPT 
v ... 
(J) 
Cll.ufaa .ca Yua 
J..aa.uo (- ) .. 
0.:..... (+) 
(J) 
27. Company's atoc:k owned . . . . . . X X X X X 
K~ 
:~ 
~-
.•.. 
.,.,. 
·r. 
.. ,..,..... 
.7' ·""-
.1 
28. Loans on company'• .tock . . . . . 
29. Supplies, 1t.ationery, printed matter . JL .:· - J ~: ~~~~=t·· ::::: X X X X X 
32. Agents' baJanoes (net) . . : 
33. Ca.sh advanced to or in the hands of offic::ers or acenta . 
34. Loans on ptnODaJ aecurity mdoned or- DOt 
35. Bills receivable . . . . • . . . . . . . . . . . . 
36. Premium notes, etc., in excets of net va1ue and other 
policy liabilities on individ~ polici<a . . • . . . . X X X X X 
37. Accident and health premiums due and aa.paid, d-
foctive prior to October 1 . . . . . ...... . 
38. Other aeeeta not admitted (itemize) 
38.1 
38.2 - 1-
38.3 -----·--·-------~----------39. Agents' Cftdit balanca (Page 3, Item li ~) 
40. Tor.u. CHANGE (Col . 3)• X X X X X 1 X X X X X 1 
•(Carry to It= 40, Page 4 if ( + ), or to Item 47, 
Page 4 if (-) ) 
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